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NOTE   TO   THE    READER 


THIS  book  invites  its  readers  to  think  about  American 
democracy  as  potentially  a  creative  society  of  workers,  in 
the  sense  of  the  definition  of  Creative  America  to  be  given 
at  the  end  of  this  note.  The  development  of  the  creative 
society  is  jeopardized  by  recurrent  industrial  depressions. 
These  are  symptomatic  of  forces  which  menace  democracy 
itself.  The  task  before  the  nation,  therefore,  is  to  discover 
its  resources  for  social  security. 

The  period  of  pioneering  development  on  the  American 
continent  still  commands  our  imagination  because  of  the 
free  play  of  creative  forces  which  it  permitted.  It  came  to 
an  end  with  the  closing  of  the  old  frontier.  The  undevel- 
oped West  had  encouraged  escape  from  the  industrial  de- 
pressions of  the  settled  areas  to  new  opportunities  for  the 
pioneer.  The  fact  has  been  elaborated  in  a  sociological  and 
historical  study: 

Thus  American  development  has  exhibited  not  merely  ad- 
vance along  a  single  line,  but  a  return  to  primitive  conditions 
on  a  continually  advancing  frontier  line,  and  a  new  develop- 
ment for  that  area.  American  social  development  has  been  con- 
tinually beginning  over  again  on  the  frontier.  This  perennial 
rebirth,  this  fluidity  of  American  life,  this  expansion  westward 
with  its  new  opportunities,  its  continuous  touch  with  the  sim- 
plicity of  primitive  society,  furnish  the  forces  dominating  Amer- 
ican character.  (Turner,  The  Frontier  in  American  Society  f 
PP  2-3.) 

With  the  closing  of  the  geographical  frontier,  which 
was  finally  announced  in  the  United  States  Census  of  1890, 
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the  new  frontier  became  technological  in  character.  New 
materials  and  products  were  offered  for  the  enrichment  of 
the  nation's  life.  Although  these  possibilities  are  by  no 
means  at  an  end,  they  have  not  brought  security  to  the 
America  of  the  twentieth  century.  The  exploration  to 
which  we  as  a  nation  are  now  committed  by  economic  inse- 
curity is  not  the  discovery  of  a  new  continent,  the  opening 
of  a  new  area  to  the  west,  nor  even  new  inventions  and 
chemical  formulas.  We  must  find  the  way  to  harmonize 
our  technological  progress  with  our  social  purposes.  The 
new  -frontier  is  social.  It  calls  for  the  rediscovery  of  Cre- 
ative America  and  its  -present  resources  for  social  security. 

We  have  to  enter  upon  this  task  equipped  first  of  all 
with  a  knowledge  of  economic  and  social  forces  in  our 
present  order.  Statistics  in  abundance  are  at  hand.  They 
need  interpretation  not  merely  for  the  discovery  of  eco- 
nomic law  as  an  academic  exercise,  but  to  reveal  to  all  of 
us  in  the  American  democracy  the  basic  conditions  and 
forces  which  must  be  understood  if  action  is  to  be  realistic. 

We  must  also  take  account  of  the  heritage  of  our  past. 
This  is  a  heritage  of  ideas,  customs  and  traditions,  arising 
primarily,  perhaps,  out  of  our  development  of  the  material 
resources  of  a  continent,  but  influenced  also  by  the  tend- 
ency to  carry  over  the  ideas  of  the  past  without  recogniz- 
ing the  modifications  made  in  them  by  the  developments 
of  the  present.  The  tempo  of  change  has  been  so  rapid  that 
a  conscious  philosophy  which  requires  leisured  thought 
could  not  mature.  Under  such  conditions,  a  society  tends  to 
hold  fast  to  its  traditional  philosophy  which  has  been 
formulated  in  the  past  and  retained  as  a  possession  to  be 
prized  because  difficult  to  replace. 

With  the  great  changes  taking  place  in  a  dynamic  eco- 
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nomic  organization,  the  social  ideas  of  the  past  cease  to 
have  vitality  in  their  application  to  the  present.  The  lack 
of  a  dynamic  process  of  social  thinking  has  brought  about 
a  disparity,  often  noticed  by  observers  of  American  life, 
between  the  experimental  and  therefore  the  radical  quality 
in  technology  and  in  material  development ;  and  the  con- 
servative, static  quality  in  ideas  about  society  and  govern- 
ment. The  present  crisis  brings  us  face  to  face  with  the 
need  for  a  living  philosophy,  social,  economic  and  political, 
which  will  be  a  guide  for  the  nation  toward  social  security. 
With  such  knowledge,  then,  as  we  may  command  of 
economic  facts  and  historical  processes,  and  with  the  heri- 
tage of  ideals  and  purposes  which  have  been  our  guides  in 
the  past,  we  have  to  appraise  the  actual  present  resources 
of  nature  and  of  the  productive  possibilities  of  technology; 
and  we  have  to  measure  the  social  forces  comprised  within 
the  system  of  human  relationships  in  government  and  in 
voluntary  community  life  which  constitute  today  the 
American  nation.  The  nation  must  be  seen  also  in  its  rela- 
tion to  the  rest  of  the  world.  The  population  of  America 
is  truly  international,  so  that  its  heritage  of  ideas  is  pecu- 
liarly complex,  comprising  not  alone  the  original  racial  or 
national  concepts,  but  the  transmutation  of  these  ideas  in 
accordance  with  individual  experience  in  a  new  environ- 
ment. Even  if  this  were  not  true,  our  present  economic 
interrelationships  and  the  interchange  made  possible  by 
new  means  of  communication  and  transportation  would 
oblige  us  to  view  American  conditions  and  ideas  as  part  of 
the  world  scene.  A  new  social-economic  frontier,  indeed, 
may  already  be  taking  shape  for  the  American  nation 
through  the  trade  which  links  it  with  the  Orient  or  with 
other  parts  of  the  American  continent  or  with  Europe. 
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If  the  new  frontier  is  one  of  social  ideas,  economic 
organization  and  the  development  of  creative  forces,  these 
depend  in  turn  for  their  validity  upon  a  new  consciousness 
of  history  and  of  economics.  This  consciousness  must  be 
possessed  not  only  by  historians  and  economists.  It  must 
guide  the  thinking  of  men  and  women  on  the  farms  ;  those 
in  industry  and  in  the  professions;  housewives,  students 
and  young  people;  all,  indeed,  who  work  by  hand  and 
brain;  for  all  of  these  hold  the  future  of  American  civili- 
zation in  their  keeping. 

The  observations  of  this  study  relate  to  economic  and 
social  questions;  but  it  is  not  a  book  about  economics. 
While  seeking  light  from  the  past,  it  is  not  a  history.  It 
is  an  effort  by  a  social  worker,  or  more  accurately,  perhaps, 
an  economist  in  social  work,  to  find  an  answer  to  America's 
present  bewildered  questions  about  the  path  to  be  taken 
toward  a  more  secure  economic  future  out  of  the  present 
and  past  insecurity  of  recurrent  industrial  depressions. 

In  America,  progress  has  resulted  from  a  continuous, 
dynamic  interplay  of  forces  developed  in  the  opening  of 
a  new  continent  by  millions  of  migrating  groups  and  indi- 
viduals who  constitute  a  new  nation.  American  history 
divides  into  periods  only  as  a  period  is  distinguished  by 
some  change  in  the  relation  of  class  to  class  in  the  changing 
economic  order. 

Therefore  American  society  in  this  book  is  viewed  chap- 
ter by  chapter  against  its  historical  background,  with  an 
eye  not  upon  the  date,  but  rather  upon  the  quality  inherent 
in  each  period  of  the  struggle  toward  human  freedom. 
The  starting  point  for  the  theme  is  in  the  problem  of  the 
ever  recurring  movement  from  prosperity  to  panic.  The 
forces  there  revealed  are  then  observed  in  government; 
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in  the  growth  of  business;  in  the  relation  of  workers  to 
their  tools  and  of  the  farmer  to  his  land  5  in  the  burden 
of  debt  which  is  a  by-product  of  prosperity  and  panic  j  and, 
in  the  end  result  of  all,  in  low  standards  of  living  and 
insecurity  for  the  great  masses  of  people j  in  poverty  and 
crime ;  in  exploitation  of  races  j  and  in  wars  for  possession. 

Through  all  these  runs  the  conflict  between  creative  and 
possessive  forces  -y  between  work  and  control  functioning 
in  the  resulting  classes  in  which  they  have  come  to  be  em- 
bodied. This  separation  of  classes  occurs  when  control 
becomes  concentrated  in  the  financial  organization  of  in- 
creasing monopoly.  At  that  moment,  however,  the  highly 
developed  material  equipment  for  living  is  ready  for  a 
form  of  control  to  be  exercised  by  the  force  whose  produc- 
tivity has  essentially  created  it.  Out  of  this  situation 
emerges  a  new  view  of  the  future:  the  promise  of  creative 
forces. 

Such  generalizations  have  their  concrete  manifestations 
in  daily  events.  Strikes,  wars  and  the  threat  of  wars,  inter- 
national trade  relations,  taxation,  problems  of  housing, 
distress  in  agricultural  districts,  unemployment  of  indus- 
trial workers,  and  the  responsibility  of  government  for 
their  relief — it  is  on  such  problems  as  these  that  every 
American  voter  today  must  have  an  opinion. 

Today,  for  example,  February  6,  1936,  what  is  the  sig- 
nificance of  the  headlines  on  the  first  page  of  the  New 
York  Times?  The  little  town  of  Pekin,  Illinois,  leads  the 
first  column,  which  announces  that  "Strikers  Close  All 
Pekin  Stores  j  City  Is  Paralyzed  .  .  .  Even  Banks  Are 
Shut  at  3  P.  M.  Deadline.  Only  Sale  of  Drugs,  Milk, 
Coal  Permitted.  Sheriff  Calls  for  Troops."  A  Congres- 
sional Committee  leaves  unfinished  its  inquiry  into  the 
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munitions  industry  and  its  investigation  into  the  banking 
house  of  Morgan  j  one  of  the  partners  advises  "restudy  of 
debts"  which  involved  the  United  States  in  the  World 
War,  and  believes  that  American  creditors  must  take  "half 
a  loaf."  Meanwhile,  "Congress  Leaders  Regain  Their 
Hope  of  Avoiding  Taxes,"  and  "Green  [President  of  the 
American  Federation  of  Labor]  Announces  that  Labor 
Will  Fight  Any  Currency  Expansion  Bill."  These  further 
announcements  are  made:  "China  Is  Largest  Buyer  of 
Arms  From  Us,"  "Britain  Declines  Challenge  to  Call 
World  Peace  Talk.  Commons  Defeats  Lansbury's  Plea  to 
Equalize  Resources  of  Discontented  Nations."  A  final 
headline  reads:  "Federal  Loans  at  i%  Urged  for  Hous- 
ing; Roosevelt  Advisers  Map  New  Program." 

The  problems  thus  daily  presented  to  American  readers 
are  too  large  for  adequate  elucidation  in  any  one  book. 
Our  democracy  today  must  deal  with  them  all,  however. 
The  wisdom  of  "public  opinion"  is  vital  in  our  national 
life.  Our  knowledge  may  not  be  encyclopedic  j  more  im- 
portant is  the  standpoint  from  which  we  form  our  judg- 
ments. The  effort  to  find  a  standpoint  from  which  these 
many  and  diverse  problems  can  be  viewed  in  a  consistent 
relationship  has  stimulated  the  writing  of  this  study  of 
creative  America. 

The  end  papers  herein  used  picture  the  new  frontiers 
of  the  sixteenth  and  the  twentieth  centuries.  The  first  is 
taken  from  a  Spanish  work  on  navigation,  published  in 
1545.  Maggs  Brothers,  London,  reproduced  it  in  their 
catalogue  of  1931,  announcing  for  sale  the  first  edition  of 
the  book  and  calling  attention  to  the  interesting  fact  that 
on  this  map  of  the  world  Florida,  Mexico,  the  Amazon, 
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Peru  and  the  city  of  Los  Reyes  (Lima)  are  named.  The 
map  also  shows  the  mouth  of  the  Mississippi  and  the  lands 
around  the  river,  and  the  Gulf  of  the  St.  Lawrence.  New- 
foundland had  not  yet  been  discovered  to  be  an  island. 
The  drawing  of  the  Saguenay  River  is  noteworthy  for  so 
early  a  period.  The  map  embodies  the  result  of  Spanish 
discoveries  in  1545,  as  reported  to  Medina  by  the  pilots. 
The  King  of  Spain  had  appointed  him  examiner  of  pilots 
and  sailing  masters  for  the  West  Indies,  and  he  was  a 
teacher  of  navigation  and  a  cosmographer. 

The  end  paper  at  the  back  is  adapted  from  an  example 
of  the  pictorial  method  of  presenting  economic  and  social 
facts,  as  developed  first  in  the  Social  Economic  Museum 
of  the  City  of  Vienna  and  now  carried  on  in  Mundaneum 
Institute,  The  Hague.  As  the  "new  frontier"  is  the  devel- 
opment of  the  world  economy,  this  pictorial  method 
acquires  a  special  significance  as  an  international  language 
and  a  means  of  educating  workers  everywhere  in  knowl- 
edge of  economic  facts. 

Finally,  we  would  call  the  attention  of  readers  to  the 
following  definitions  of  terms  frequently  used  in  these 
pages.  In  some  instances  the  usage  is  not  common,  notably 
the  concept  of  Creative  America.  It  is  in  part  the  theme 
of  the  book  that  the  term  "creative"  cannot  be  restrict e4 
to  the  arts  without  detriment  to  the  arts  themselves. 

CREATIVE  AMERICA  is  America  at  work,  supply- 
ing material  and  cultural  needs  and  developing  a  society 
which  should  be  capable  of  insuring  opportunity  and  secur- 
ity for  the  common  people.  THE  COMMON  MAN  is 
the  worker  in  any  occupation,  employed  or  self-employed, 
who  earns  his  livelihood  by  his  work. 
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POSSESSION  is  ownership.  In  its  economic  sense  it 
refers  primarily  to  ownership  of  natural  resources  and  the 
instruments  and  means  of  production,  but  not  to  personal 
possession  for  the  use  of  the  individual. 

DEMOCRACY  is  government  by  the  people j  (noted 
as  a  reminder). 

AMERICAN  DEMOCRACY  is  the  first  government 
to  be  dedicated  explicitly  to  equality  of  opportunity,  and 
security  for  the  common  man. 

EQUALITY  OF  OPPORTUNITY  is  the  individu- 
al's equal  chance  to  function  in  society  as  a  worker  in 
accordance  with  his  own  capacity,  receiving  in  return  at 
least  an  assured  security  of  livelihood. 

SECURITY  is  the  assurance  of  continued  opportunity 
to  work  and  to  maintain  thereby  a  standard  of  living  pro- 
portionate to  the  productivity  of  the  economic  system. 

SOCIAL  SECURITY  is  assurance  of  continuity  of  the 
creative  work  of  society  as  a  whole  j  it  signifies  also  the 
obligation  of  society  for  the  security  of  the  individual 
worker  as  a  right  which  he  holds  in  common  with  all  other 
workers. 

RESOURCES  FOR  SOCIAL  SECURITY  comprise 
natural  elements  and  materials ;  the  changes  wrought  in 
them  by  labor ;  also  the  social  will  and  understanding  nec- 
essary to  control  the  form  of  the  economic  system  and  of 
the  social  order,  subject  to  the  requirements  of  technology, 
and  in  accordance  with  an  explicit  social  purpose. 


PART     ONE 

THE  POSSESSIVE  IN  ACTION 


I.    PROSPERITY    AND    PANIC 

CREATIVE  AMERICA  is  America  at  work.  Its  negation 
is  panic,  with  its  accompanying  unemployment  which  not 
only  interrupts  construction,  but  actually,  through  disuse, 
injures  or  destroys  productive  equipment  and  workers' 
skill. 

In  the  brief  course  of  one  hundred  and  sixty  years 
since  the  national  life  began  with  the  Declaration  of  Inde- 
pendence, the  people  have  built  the  material  base  for 
their  society.  They  have  cleared  the  forests — more  than 
300,000,000  acres  of  them — cultivated  the  soil  and  taken 
out  the  minerals,  established  communication  by  waterways 
and  railroads  and  then  by  motor  and  airplane,  constructed 
steel  mills  and  blast  furnaces,  and  thus  organized  an  eco- 
nomic system  which  spans  the  continent.  From  all  over 
the  world  workers  came  to  take  part  in  building  it,  and 
the  population  grew  from  four  million  in  1790  to  127  mil- 
lion in  1935,  while  the  area  occupied  expanded  from 
slightly  less  than  900,000  square  miles  to  nearly  three 
million. 

The  establishment  of  this  material  basis  for  a  nation 
required  labor.  Individuals  or  companies  could  acquire 
land  and  a  claim  upon  natural  resources  j  but  without  labor 
the  virgin  forests  could  not  have  been  cleared  nor  the 
materials  obtained  for  the  building  of  homes,  workshops 
and  railroads.  The  labor  required  was  not  merely  an  aggre- 
gation of  individuals,  but  a  community  of  workers.  Human 
relations  had  to  be  developed  to  conform  to  the  pattern 
of  division  of  labor,  specialization,  and,  ultimately,  mass 
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production,  which,  in  the  relation  of  worker  to  worker,  is 
essentially  co-operative.  The  kind  of  materials  used,  the 
form  of  machinery  and  the  motive  power  for  production 
could  and  must  change  with  new  discoveries  and  inven- 
tions. No  less  imperatively  the  human  beings  engaged  in 
the  process  of  building  industry  were  also  developing,  in 
these  co-operative  human  relationships,  the  form  for  the 
society  in  which  they  lived  and  worked. 

Creative  America  is  thus  conceived  as  America  at  work 
in  the  whole  range  of  activities  of  all  its  workers,  in  agri- 
culture, mines  and  industries,  and  in  the  scientific,  cultural 
and  professional  services.  Their  united  effort  has  supplied 
present  material  and  cultural  needs.  As  the  workers  of  a 
nation  dedicated  to  the  common  man  as  an  individual, 
their  task  has  been  to  develop  an  economic  organization  of 
which  the  material  base  requires  co-operation.  The  success 
of  this  co-operative  effort  of  all  workers  is  manifest  today 
in  the  great  productive  capacity  of  American  industry. 

Creative  America  at  work,  however,  has  from  the  be- 
ginning experienced  interruptions  in  the  process.  The  in- 
terruptions have  not  been  due  basically  to  difficulties  in 
production  itself.  Lack  of  a  sufficient  number  of  workers 
has  been  overcome  by  migration  and  by  the  natural  in- 
crease in  population.  New  inventions,  both  in  machinery 
and  in  methods  of  organizing  work,  have  developed  an 
enormous  productivity.  The  technical  problems  involved 
in  opening  a  continent  have  been  solved  as  they  arose. 

The  interruptions  which  reveal  themselves  in  recurrent 
recessions  of  "business"  have  come  from  the  organization 
of  business  itself,  particularly  its  financial  aspects.  Not 
only  have  these  recessions  interrupted  business,  but  they 
have  checked  and  injured  the  creative  forces  of  production 
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and  culture.  They  have  undermined  security,  individual 
and  social.  If  Creative  America  is  America  at  work,  mass 
unemployment  is  its  antithesis. 

The  recurrent  depressions  which  frequently  become 
panics  are  not  merely  interludes  in  a  progressive,  forward 
movement,  but  evidence  of  other  forces  which  are  destruc- 
tive of  creative  work.  For  an  optimistic  America,  they  raise 
the  vital  question  as  to  whether  these  destructive  forces 
are  controllable,  or  whether  general  economic  crises  may 
recur  in  ever  more  acute  form  until  the  creative  forces  are 
not  merely  interrupted  but  permanently  blocked  in  their 
development.  If,  then,  we  seek  to  understand  the  weak- 
nesses in  our  social  structure,  we  may  look  for  them  in  the 
forces  which  lead  to  panic  through  a  boom  toward  pros- 
perity, followed  by  depression.  The  process  of  identifying 
the  destructive  forces  which  result  in  these  periodic  fluctua- 
tions is  important  because  it  clears  the  way  for  finding  the 
creative  elements  in  American  civilization  and  giving  them 
new  scope. 

Walt  Whitman  wrote: 

Long,  too  long  America, 

Traveling  roads  all  even  and  peaceful  you  learn'd  from  joys 
and  prosperity  only, 

But  now,  ah  now,  to  learn  from  crises  of  anguish,  advancing, 
grappling  with  direst  fate  and  recoiling  not, 

And  now  to  conceive  and  show  to  the  world  what  your  chil- 
dren en-masse  really  are. 

The  term  "business  cycle"  has  been  accepted  within 
recent  years  by  economists.  It  indicates  their  conclusion 
that  this  phenomenon  is  not  an  accident,  but  a  recurrent 
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episode  in  economic  history.  The  word  "cycle"  indicates 
continuity,  and  at  the  same  time  movement  or  trend, 
signifying  that  fluctuations  in  economic  activity  are  char- 
acteristic of  business  as  it  is  constituted  at  present.  Investi- 
gations by  economists  have  already  provided  a  basis  for 
observing  the  character  of  the  opposing  forces  in  the  con- 
flict of  which  depression  is  a  symptom.  Historians  also 
have  taken  account  of  these  industrial  depressions  and  have 
described  their  social  and  political  effects. 

In  one  hundred  and  twenty-seven  years,  from  1796  to 
1923,  the  United  States  had  32  cycles,  varying  in  length 
from  one  to  nine  years,  but  averaging  four.  Between  1790 
and  1925  the  nation  had  only  a  year  and  a  half  of  pros- 
perity for  every  year  of  depression.  These  are  the  conclu- 
sions of  economists  in  the  National  Bureau  of  Economic 
Research  in  an  historical  study  published  under  the  title, 
Business  Annals.  Issued  in  1925,  it  does  not  include  the 
prolonged  crisis  and  depression  beginning  in  1929.  In  this 
compilation  of  annals  covering  16  countries  besides  the 
United  States,  the  business  cycle  is  defined  as  having  four 
major  phases — depression,  revival,  prosperity,  and  reces- 
sion. A  panic  is  a  severe  recession,  and  recession  is  "the 
transition  from  prosperity  to  depression." 

The  Annals  are  based  upon  a  chronology  showing  the 
phases  of  the  business  cycle  prevailing  in  each  year.  The 
descriptions  of  two  important  periods  of  depression  may  be 
quoted  here  by  way  of  illustration.  These  are  the  panics 
of  1837  and  1873.  The  latter  was  the  longest  in  American 
history,  lasting  nine  years.  The  first  went  through  all  the 
phases  in  one  year,  but  prosperity  was  not  again  achieved 
until  1844.  This  is  the  description  of  the  earlier  year: 
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1837:  Prosperity;  panic;  recession;  depression. 

Great  activity  and  excited  speculation,  first  quarter;  fol- 
lowed by  slackening  and  depression;  many  failures;  unemploy- 
ment; complete  collapse  of  cotton  market,  spring;  commodity 
prices  decline;  foreign  trade  restricted. 

Money  very  tight;  panic  begins,  March,  in  New  Orleans; 
worst  in  New  York,  May;  general  suspension  of  specie  pay- 
ments, high  gold  premium;  over  six  hundred  bank  failures. 

Good  wheat  crop,  lower  price;  record  cotton  crop,  low 
price.  (Business  Annals,  p.  122.) 

Here  is  a  picture  in  which  "great  activity"  apparently 
stimulated  "excited  speculation,"  leading  to  "slackening 
and  depression,"  to  failures  of  business  and  to  unemploy- 
ment. It  offers  the  paradox  of  a  "record  cotton  crop"  at  a 
"low  price,"  with  "complete  collapse  of  cotton  market." 
The  farms  produced  a  "good  wheat  crop,"  but  with  "for- 
eign trade  restricted."  Great  activity  in  production  and 
these  good  crops  somehow  got  involved  with  "very  tight" 
money,  a  "general  suspension  of  specie  payments"  and 
"over  six  hundred  bank  failures." 

To  see  the  picture  in  its  setting,  it  is  necessary  to  go  back 
a  year  or  two,  and  to  note  that  both  1835  and  1836  were 
characterized  by  prosperity.  In  1835  there  was  "great  busi- 
ness activity,"  a  rise  in  commodity  prices,  "active  specula- 
tion, especially  in  land,"  and  "railroad  construction  and 
foreign  trade  boom."  Many  new  banks  were  organized. 
The  wheat  crop,  however,  failed,  and  the  price  rose,  while 
the  price  of  cotton  also  rose,  despite  a  very  large  yield. 

The  country  was  busy  with  the  Seminole  War,  and  was 
commencing  the  Texan  War  with  Mexico.  This  was  dur- 
ing the  administration  of  Andrew  Jackson,  who  had  been 
re-elected  in  the  midst  of  the  "moderate  prosperity"  of 
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1832.  He  had  been  engaged  in  expressing  the  people's 
hostility  to  the  United  States  Bank,  and  in  general  his 
election  gave  expression  to  western  resentment  against 
eastern  finance.  The  last  year  of  his  term,  1836,  was 
marked  by  prosperity,  and  the  national  debt  was  paid  off. 
The  prosperity,  however,  had  all  the  marks  of  a  boom; 
land  speculation  continued  and  commodity  prices  rose.  A 
wheat  shortage,  due  this  time  to  the  Hessian  fly,  caused 
the  price  to  rise.  Money  was  "extremely  tight";  and  the 
new  President,  Martin  Van  Buren,  inevitably  faced  the 
aftermath  of  these  signs  of  a  coming  recession. 

The  prosperity  of  this  period  had  a  natural  basis  in  the 
growing  productive  capacity  of  the  country.  The  decades 
since  1 800  had  been  marked  by  improvements  both  in  fac- 
tory processes  and  in  the  means  of  communication  neces- 
sary for  the  extension  of  markets.  The  Erie  Canal  was 
completed  in  1825,  opening  new  opportunities  for  exchange 
between  the  West  and  the  East.  Hitherto  the  Mississippi 
River  had  been  the  principal  means  of  transportation, 
though  the  invention  of  the  Scotchman,  McAdam,  had 
made  possible  the  building  of  better  roads.  The  steam- 
boat made  practical  by  Fulton,  though  invented  by  "poor 
John  Fitch,"  had  greatly  improved  transportation  on 
rivers  and  canals.  Manufactures  were  growing  in  impor- 
tance in  the  East,  and  the  invention  of  the  cotton  gin  had 
greatly  stimulated  the  growing  of  cotton  in  the  South  and 
its  manufacture  in  the  North,  as  well  as  foreign  trade. 

Mass  production  had  already  begun.  During  the  War 
of  1812,  when  there  was  a  shortage  of  skilled  labor,  due 
to  the  disrupting  of  industry  by  war,  Eli  Whitney,  in- 
ventor of  the  cotton  gin,  filled  a  government  order  for 
muskets  by  having  each  man  make  one  part,  all  parts  being 
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made  interchangeable.  The  lack  of  skilled  mechanics, 
which  prevented  the  usual  method  of  having  one  man 
complete  a  unit,  gave  rise  to  the  introduction  of  a  method 
that  was  destined  to  increase  productivity  immensely. 

Despite  developments  of  machinery  and  transportation, 
however,  and  the  progress  of  industry  and  agriculture, 
the  panic  of  1837  occurred,  with  its  predominant  symp- 
toms registered  in  disturbances  in  prices,  money  and  bank- 
ing. Recovery  was  slow,  with  another  panic  intervening  in 
1839,  despite  an  excellent  wheat  harvest  and  a  record  cot- 
ton crop  that  year.  Indeed,  the  abundance  of  nature  and 
the  labor  of  the  farmer  were  rewarded  by  a  collapse  of 
prices  5  and  the  continued  improvement  in  production  was 
offset  by  renewed  land  speculation,  inability  to  secure 
money,  and  failures  of  banks.  Prosperity  returned  in  1 844. 
Manufacturing  improved  and  the  prices  of  manufactured 
products  rose;  foodstuffs  declined,  and  the  farmer,  whq 
had  suffered  with  the  industrial  workers  during  the  de- 
pression, continued  to  suffer  from  a  fall  in  prices  of  agri- 
cultural commodities  which  persisted  during  the  period  of 
revival  and  even  of  prosperity. 

The  disturbance  to  business  in  1873,  like  that  of  1837, 
covered  in  twelve  months  all  the  phases  of  a  business  cycle. 
It  is  thus  described  in  the  Annals: 

1873:  Prosperity;  panic;  recession;  depression. 

Activity  continues,  slackening  to  stagnation  in  last  quarter; 
many  failures;  severe  unemployment;  commodity  prices  rise 
to  second  quarter  and  then  decline  rapidly;  land  speculation 
collapses;  imports  decline,  large  increase  in  exports. 

Money  very  tight;  Jay  Cooke  failure  and  collapse  of  rail- 
road speculation  precipitates  panic,  September;  broker  and 
bank  failures;  clearing  house  certificates  issued  and  stock  ex- 
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change  closed  for  ten  days;  banks  suspend  currency  payments 
to  November;  gold  premium  reaches  new  low  level  late  in 
year;  silver  demonetized. 

Good  wheat  and  cotton,  poor  corn  crops;  high  wheat,  im- 
proved corn,  and  lower  cotton  prices. 

Granger  movement  increases  railroad  difficulties.  (Business 
Annals,  p.  131.) 

Once  again  in  this  description  the  contradiction  is  illus- 
trated between  productive  activity  and  good  wheat  and  corn 
crops  on  the  one  hand,  and,  on  the  other  hand,  severe 
unemployment  and  slackening  of  productive  activity,  with 
many  failures  in  business.  The  panic  is  declared  to  have 
been  caused  by  the  collapse  of  railroad  speculation,  and  this 
had  been  associated  with  a  collapse  in  speculation  in  land. 
In  the  midst  of  it,  the  "Granger  movement"  is  recorded 
as  increasing  the  difficulties  of  the  railroads.  This  move- 
ment, indeed,  was  evidence  that  farmers  were  becoming 
aware  of  the  conflict  between  America  at  work  and  those 
destructive  forces  which  we  are  seeking  to  identify  in  the 
business  cycle.  By  1873  tne  Grange,  known  as  the  Patrons 
of  Husbandry,  had  a  membership  of  1,600,000.  It  was  a 
voluntary  organization,  not  a  political  party,  and  through 
its  influence  laws  were  passed  in  some  western  states  to 
regulate  railway  rates  and  to  curb  the  abuses  of  the  rail- 
road system. 

The  situation  culminating  in  this  movement  has  been 
described  by  a  historian  in  The  Epic  of  America.  To  the 
West,  transportation  and  the  value  of  money  for  the  pay- 
ment of  debts  were  of  supreme  importance. 

The  horse  was  now  a  locomotive;  the  wagon  was  a  long 
line  of  freight  cars;  the  market  town  was  the  world  at  large. 


PROSPERITY     AND     PANIC  29 

One  might  as  well  burn  the  farmer's  crops  as  deny  him  fair 
play  in  transportation  costs.  Every  new  country  which  needs 
development  faster  than  capital  can  be  accumulated  locally 
must  go  heavily  into  debt.  ...  If  the  'money  power'  did 
not  play  fair  in  selling  transportation  or  if  it  seemed  to  do 
anything  to  make  money  also  'cheap,'  it  would  certainly  hear 
from  the  farmer.  (The  Epic  of  America,  p.  298.) 

The  farmer  encountered  these  financial  controls  in  the 
price  which  he  paid  for  transportation,  in  the  terms  of  the 
credit  extended  to  him  when  he  borrowed  money,  and  in 
the  effect  upon  his  debt  of  a  fluctuation  in  the  purchasing 
power  of  currency.  Here  were  issues  destined  increasingly 
to  mark  the  conflict  between  the  forces  of  production  ex- 
emplified in  western  agriculture  and  manufacturing  devel- 
opment, and  the  forces  of  business  and  capital  which  were 
becoming  organized  on  a  large  scale  and  concentrated  in 
centralized  financial  power. 

On  the  side  of  the  western  interests,  Chief  Justice 
Edward  G.  Ryan,  of  Wisconsin,  in  1873  described  the 
problem  in  an  address  to  the  graduating  class  at  the 
University  of  that  state. 

There  is  looming  up  a  new  and  dark  power.  .  .  .  The 
accumulation  of  individual  wealth  seems  to  be  greater  than  it 
ever  has  been  since  the  downfall  of  the  Roman  Empire.  The 
enterprises  of  the  country  are  aggregating  vast  corporate 
combinations  of  unexampled  capital,  boldly  marching,  not  for 
economic  conquests  only,  but  for  political  power.  For  the  first 
time  really  in  our  politics,  money  is  taking  the  field  as  an 
organized  power.  .  .  .  The  question  will  arise,  and  arise  in 
your  day,  though  perhaps  not  fully  in  mine,  'Which  shall  rule 
— wealth  or  man;  which  shall  lead — money  or  intellect;  who 
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shall  fill  public  stations — educated  and  patriotic  free  men,  or 
the  feudal  serfs  of  corporate  capital?'       (Ibid.,  pp.  297-8.) 

Not  only  in  the  West,  however,  was  this  question  being 
raised.  The  after-effects  of  the  panic  included  a  rise  in 
commodity  prices  and  a  decline  in  the  purchasing  power 
of  wages.  Iron  and  steel  plants  closed  their  doors,  and 
railroads  went  into  the  hands  of  receivers,  while  a  half 
million  workers  engaged  in  the  building  of  a  new  mileage 
for  the  railroads  were  thrown  out  of  work,  and  thousands 
of  commercial  houses  failed  each  year  between  1873  and 
1878. 

The  result  was  mounting  discontent  among  the  indus- 
trial workers.  The  first  significant  railway  strike  in  the 
country  occurred  in  1877,  on  tne  Baltimore  and  Ohio  at 
Martinsburg.  The  cause  was  a  ten  per  cent  reduction  in 
wages.  Federal  troops  suppressed  the  strike  j  the  militia 
actually  joined  forces  with  the  strikers.  Shortly  afterward, 
a  strike  occurred  at  Cumberland  and  also  at  Pittsburgh, 
where  property  of  the  Pennsylvania  Railroad  was  de- 
stroyed. There  were  unorganized  strikes.  Unions,  how- 
ever, were  beginning  to  arise  at  the  same  time  that  con- 
solidations and  trusts  were  being  formed,  "laying  the 
foundations  for  stupendous  fortunes  and  almost  unlimited 
power  over  the  lives  and  fortunes  of  the  working  people," 
while  "wages  were  steadily  being  forced  down"  and  masses 
of  unemployed  suffered  in  the  industrial  communities. 
(Ibid.y  p.  282.)  The  industrial  workers,  like  the  farmers, 
were  experiencing  the  distress  of  recurrent  depressions 
in  an  increasingly  complicated  business  organization  of 
industry. 

As  in  1837,  the  panic  of  1873  interrupted  an  extraor- 
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dinary  development  in  American  industry.  The  Annals 
note  in  1869  tne  beginning  of  intensive  railroad  building 
and  the  opening  of  the  transcontinental  railroad  in  May 
of  that  year.  This  was  an  engineering  feat  of  the  first  mag- 
nitude. The  work  was  done  mainly  by  Irish  on  the  eastern 
section  and  by  Chinese  on  the  western,  so  that  the  meeting 
of  the  two  lines'  on  May  10,  1869,  demonstrated  the 
achievements  of  American  technical  and  manual  labor  with 
a  co-operating  working  force  made  up  of  widely  separated 
peoples.  At  the  same  time  it  symbolized  the  joining  of 
East  to  West  and  the  laying  of  the  foundations  of  a  unified 
productive  system.  Railroad  construction  reached  its  maxi- 
mum rate  in  1871,  and  activity  in  production  was  wide- 
spread, especially  in  the  iron  and  steel  industry. 

In  this  great  task  of  building  the  railroads,  govern- 
mental aid  played  a  vital  part.  To  the  private  corporations 
the  government  granted  approximately  130,000,000  acres, 
and  cash  grants  also  were  made,  though  not  until  much 
later  was  a  corresponding  regulation  of  rates  and  rules  of 
operation  imposed  upon  this  governmentally  subsidized 
industry. 

In  the  story  of  the  railroads  and  the  part  they  played 
in  booms  and  panics  are  to  be  found  materials  for  classi- 
fying the  creative  and  the  destructive  forces  in  the  Ameri- 
can economic  system.  Let  a  historian,  rather  than  an 
economist,  describe  the  undesirable  features  of  America's 
railroad  corporations: 

Not  content  with  even  this  loot  [the  land  granted  to  the 
railroads  by  the  Government],  the  promoters  watered  the 
stock  of  the  roads  upon  a  gigantic  scale,  and  made  profits 
from  the  construction  companies  which  were  organized  by  the 
insiders  so  that  their  profits  might  be  secure  before  the  risks 
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were  passed  on  to  the  feverishly  speculating  and  gullible  pub- 
lic. The  Union  Pacific,  for  example,  appears  to  have  been 
built  entirely  at  the  expense  of  the  Government  and  the  first- 
mortgage  bondholders,  the  total  cost  having  been  about  $50,- 
OOO,OOO,  whereas  the  promoters  got  about  $23,000,000 
through  a  subsidiary  corporation,  the  Credit  Mobilier.  (Ibid., 

P.  278.) 

One  of  the  gentlemen  from  Massachusetts  in  Congress 
was  a  leading  figure  in  this  road,  and  his  distribution  of 
shares  of  the  profits  to  other  Congressmen  and  public  men 
is  an  example  of  a  situation  which  the  same  historian 
has  summed  up  by  saying,  "Everywhere  there  was  close 
alliance  between  corrupt  financiers  and  corrupt  public 
officials."  (Ibid.y  p.  279.) 

Only  five  months  after  the  opening  of  the  transconti- 
nental railroad,  which  might  be  supposed  to  have  ushered 
in  a  period  of  accelerated  development  of  industry  for  the 
American  people,  the  panic  known  as  "Black  Friday" 
occurred.  It  grew  out  of  the  manipulations  of  three  finan- 
ciers, Jay  Gould,  Daniel  Drew  and  Commodore  Vander- 
bilt,  in  which  these  financial  manipulators  went  so  far  as 
to  print  $10,000,000  worth  of  bogus  certificates  of  stock 
of  the  Erie  Railroad  and  managed  to  have  the  issue  legal- 
ized by  buying  the  votes  of  members  of  the  New  York 
Senate.  One  Senator  took  money  from  both  contestants, 
though  he  could  vote  for  the  interests  of  only  one  of 
them.  The  deposit  of  the  certificates  in  New  York  banks 
and  the  sudden  call  for  money  resulted  in  the  calling  of 
loans  by  the  banks,  the  crash  of  the  stock  market  and  the 
wiping  out  of  the  value  of  investors'  holdings  in  the  Erie 
Railroad ;  the  two  successful  manipulators,  meanwhile, 
Gould  and  Fiske,  bought  back  the  stock  at  a  nominal  price. 
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(Ibid.,  pp.  280-1.)  Though  governmental  action  related  to 
the  currency  helped  to  overcome  this  panic,  and  prosperity 
returned  in  1871,  it  was  a  prosperity  offering  no  greater 
security  than  depression  itself,  since,  as  the  Annals  reveal, 
the  fluctuations  of  the  business  cycle  continued  through  the 
years  of  growing  population,  increasing  skill  in  the  utiliza- 
tion of  natural  resources,  improved  methods  of  transpor- 
tation and  the  linking  together  in  economic  relations  of  the 
continent  and  of  the  nation  with  other  countries  of  the 
world. 

The  recent  years  of  crisis  in  our  history  are  deeply  im- 
pressed upon  our  memory.  We  recall  easily  1903,  1907, 
1913  and  1920,  with  milder  recessions  in  intervening 
years.  The  economic  crisis  which  began  in  1929  has  been 
so  long  and  so  widespread  as  to  make  us  all  aware  of  the 
vital  importance  of  these  recurring  interruptions  in  Ameri- 
ca's work.  It  is  often  referred  to  as  a  consequence  of  the 
World  War.  The  relation  between  prosperity,  panic  and 
war  is  in  itself  a  subject  of  major  importance,  which  can 
only  be  mentioned  here  briefly  and  with  no  attempt  at 
analysis.  John  Adams  is  quoted  as  having  said,  with  refer- 
ence to  panics  in  general: 

I  am  old  enough  to  remember  the  war  of  1745  and  its 
end,  the  war  of  1755  and  its  close,  the  war  of  1775  and  its 
termination,  the  war  of  1812  and  its  pacification.  Every  one 
of  these  wars  has  been  followed  by  a  general  distress,  em- 
barrassments of  commerce,  destruction  of  manufactures,  fall 
of  the  price  of  produce  and  lands.  (Business  Annals,  p.  1 1 2.) 

In  the  period  since  1920,  the  nation  has  experienced 
once  again  the  effects  of  war  on  economic  conditions,  and 
has  come  increasingly  to  look  upon  economic  conditions 
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themselves  as  a  cause  of  war.  Although  the  crisis  of  1929 
has  not  been  separately  analyzed  in  this  chapter,  the  book 
as  a  whole  has  been  written  in  its  atmosphere.  The  "cycle" 
is  not  yet  complete;  but  what  is  to  be  done  to  meet  the 
problems  which  it  poses,  is  essentially  the  matter  here 
discussed.  Our  present  experience  is  but  one  more  illus- 
tration of  the  fact  that  depressions  are  not  isolated  prob- 
lems to  be  dealt  with  apart  from  the  forces  creating  them. 
Rather,  they  are  symptoms  of  the  conditions  which  give 
rise  to  insecurity  in  national  economic  affairs  and  to  rival- 
ries and  conflicts  between  nations. 

The  phrase  "business  cycle,"  which  we  have  already  had 
occasion  to  use,  serves  to  identify  panics  with  the  organiza- 
tion of  business  as  distinct  from  the  productivity  of  agri- 
culture and  industry.  The  term  and  its  implications  have 
an  important  bearing  upon  our  understanding  of  the  pres- 
ent crisis.  An  economist,  Dr.  Wesley  C.  Mitchell,  has 
made  this  statement: 

Business  cycles  do  not  become  a  prominent  feature  of  eco- 
nomic experience  in  any  community  until  a  large  proportion 
of  its  members  have  begun  to  live  by  making  and  spending 
money  incomes.  On  the  other  hand,  such  cycles  seem  to  appear 
in  all  countries  when  economic  activity  becomes  organized 
predominantly  in  this  fashion.  These  observations  suggest  that 
there  is  an  organic  connection  between  that  elaborate  form  of 
economic  organization  which  we  may  call  'business  economy,' 
and  recurrent  cycles  of  prosperity  and  depression. 

As  a  money  economy  attains  high  development,  consump- 
tion continues  to  be  carried  on  mainly  by  families;  but  produc- 
tion comes  to  be  carried  on  mainly  by  a  new  unit — the  busi- 
ness enterprise.  Further,  there  is  evidence  that  business  cycles 
are  most  pronounced  in  those  industries  which  are  dominated 
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by  full-fledged  business  enterprises,  and  that  within  these  in- 
dustries they  affect  large  enterprises  more  seriously  than  small 
ones.  (Business  Cycles,  p.  182.) 

The  money  economy,  as  a  general  concept,  is  differenti- 
ated from  capitalism  in  the  study  just  quoted. 

The  feature  of  modern  economic  organization  which 
throws  most  light  upon  business  cycles  is  that  economic  activi- 
ties are  now  carried  on  mainly  by  making  and  spending 
money.  This  condition  is  characteristic  of  capitalism;  but  that 
term  puts  its  stress  upon  other  features  of  the  present  scheme 
of  institutions — such  as  the  ownership  of  the  means  of  pro- 
duction— features  of  primary  importance  in  certain  problems, 
and  not  to  be  neglected  here,  but  features  of  less  service  in  the 
effort  to  understand  alternations  of  business  prosperity  and  de- 
pression than  the  feature  stressed  by  the  term  'money  econ- 
omy.' (Ibid.y  p.  62.) 

Pointing  out,  however,  that  the  phrase  "money  econ- 
omy" is  not  entirely  satisfactory,  Dr.  Mitchell  makes  the 
following  comment: 

To  suggest  the  differentiating  features  of  that  highly  de- 
veloped form  of  money  economy  within  which  business 
cycles  occur,  we  shall  do  well  to  use  words  which  have 
modern  associations  in  our  minds.  Perhaps  the  combination 
'profits  economy'  or  'business  economy'  is  most  suggestive 
and  least  misleading.  .  .  .  What  seems  to  count  in  pro- 
ducing business  cycles  is  the  common  practice  of  money-making 
and  money-spending  by  the  population  as  a  whole,  not  merely 
by  a  limited  class  of  business  men.  (Ibid.,  p.  63.) 

It  is  in  fact  true  that  a  business  economy  develops  in  a 
community  only  after 
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its  economic  activities  have  taken  on  the  form  of  making  and 
spending  money.  .  .  .  Instead  of  making  the  goods  their 
families  need,  men  'make'  money,  and  with  their  money 
incomes  buy  for  their  own  use  goods  made  by  unknown 
hands.  (Ibid.,  p.  63.) 

Dr.  Mitchell  explains  the  place  of  profit-making  in  the 
system  as  follows: 

We  must  recognize  that  profit  making  is  the  central  process 
among  the  congeries  that  constitute  the  activities  of  a  business 
economy.  Weather  conditions  count  in  so  far  as  they  affect 
profits,  so  do  emotional  aberrations,  so  do  the  production  and 
consumption  of  consumers'  goods,  and  so  do  a  thousand  other 
factors.  On  the  other  hand,  the  prospects  of  making  profits 
react  upon  all  these  other  processes,  in  so  far  as  they  are 
affected  by  human  behavior.  Even  the  factors  which  we  classify 
as  political  or  social  rather  than  economic  are  influenced  in 
varying  measure  by  the  profitableness  of  business.  But,  of 
course,  attention  must  be  concentrated  upon  the  relations 
among  the  processes  which  are  of  outstanding  importance  as 
affecting  and  affected  by  prospective  profits.  (Ibid.,  p.  183.) 

These  considerations  grow  out  of  an  objective  analysis 
of  the  course  of  business  cycles,  together  with  a  survey  of 
past  theories  as  to  their  causes.  In  the  light  of  the  annals 
of  business  in  the  United  States,  this  identification  of 
profit-making  as  the  central  process  in  a  business  economy 
points  to  the  claim  for  profits  by  ownership  as  the  central 
factor  in  a  business  cycle.  The  conflict  which  becomes  ap- 
parent in  the  booms  and  slumps  of  business  is  between 
contradictory  principles.  The  development  of  production 
has  been  described  as  creative.  The  intruding  forces  which 
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interrupt  development  may  now  be  described  as  possessive. 
They  arise  out  of  the  claim  of  ownership  upon  production. 

The  forces  which  we  have  described  as  possessive  are 
related  to  ownership,  which  has  to  be  defined  as  a  chang- 
ing concept  in  a  growing  economic  system.  In  the  early 
years  of  our  history,  the  resources  of  America  had  to  be 
developed  under  conditions  which  gave  opportunity  to  a 
new  class  to  acquire  ownership  of  the  land  and  the  means 
of  production.  The  feudal  form  of  ownership  could  not 
have  developed  a  continent.  By  its  very  nature,  it  held  the 
workers  to  the  land.  It  prevented  the  migration  and  the 
concentration  of  groups  of  workers  in  an  industrial  enter- 
prise which  the  industrial  revolution  required,  especially 
when  its  methods  were  transferred  to  an  undeveloped 
country.  The  capitalist  system  in  the  early  days  of  the  in- 
dustrial revolution  thus  represented  a  new  opportunity  for 
ownership  and  a  new  release  of  forces. 

Owner  and  worker  might  be  the  same  individual.  At 
least  the  opportunity  for  the  worker  to  become  an  owner 
and  for  the  owner  to  continue  to  work  has  always  been 
considered  a  characteristic  advantage  in  America,  and  the 
ownership  of  land  was  looked  upon  as  the  economic  basis 
of  democracy. 

A  reflection  of  the  American  pioneers'  desire  to  own  the 
land  and  its  fruits  is  found  in  verses  written  in  the  period 
of  westward  migration  in  the  latter  part  of  the  eighteenth 
century.  They  are  entitled  "Western  Emigration": 

With  all  that's  ours,  together  let  us  rise, 

Seek  brighter  plains,  and  more  indulgent  skies; 

Where  fair  Ohio  rolls  his  amber  tide, 

And  nature  blossoms  in  her  virgin  pride;    .   .  . 

And  vernal  glories  in  perpetual  bloom 
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Await  you  there;  and  heaven  shall  bless  the  toil: 
Your  own  the  produce,  and  your  own  the  soil. 

(David  Humphreys,  1753-1818,  in  Lyric  America.) 

The  last  line  is  a  significant  indication  of  the  concept  of 
private  property  which  prevailed  at  that  time.  Later  we 
shall  see  how  this  contrasts  with  the  realities  of  the  present 
large-scale  private  ownership  with  its  drive  for  profits.  At 
the  moment  it  may  be  taken  as  signifying  the  influence  of 
the  frontier  upon  industrial  depressions.  Opportunities  as 
yet  unappropriated  offered  the  way  out  for  those  who  lost 
their  foothold  in  the  course  of  the  business  cycle  in  the 
East.  Migrations,  for  example,  followed  depressions  in 
1819,  1837  and  1857,  and  it  was  a  combination  of  unem- 
ployment in  the  East  and  the  discovery  of  gold  in  the 
West  which  led  so  many  to  join  in  the  rush  to  California 
in  1849  and  to  Colorado  in  1859. 

England's  denial  of  this  right  to  migrate  was  one  of  the 
causes  of  the  Revolution — when  in  1763  a  proclamation 
forbade  colonial  settlers  to  cross  the  Appalachian  Moun- 
tains. The  intention  was  to  avoid  the  trouble  involved  in 
relations  with  the  Indians,  and  to  keep  the  fur  trade 
active;  but  from  the  point  of  view  of  the  pioneers  it  was 
a  denial  of  opportunity  by  a  tyrannical  government. 

Too  often  the  evils  that  the  pioneers  fled  from  pursued 
them.  The  Creative  West  faced  the  Possessive  East,  as 
labor  in  the  East  faced  capital  in  the  same  region.  Owner- 
ship of  natural  resources  was  valueless  without  labor  to 
transform  them.  At  the  same  time,  the  role  of  the  posses- 
sor in  discovery  and  development  is  not  to  be  disregarded. 

It  is  true  that  in  the  days  of  pioneering  the  doer  and 
the  possessor  were  often  one,  though  at  all  times  the 
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majority  of  the  doers  were  working  for  a  few  possessors 
in  control  either  in  the  new  country  or  in  a  distant  Euro- 
pean nation.  The  pioneers  had  to  have  capital.  It  was, 
however,  the  control  exercised  by  these  absentee  owners, 
rather  than  simply  their  claims,  which  in  the  West  aroused 
antagonism.  Prices  and  the  purchasing  power  of  money 
were  manipulated  in  speculation,  and  this  created  hos- 
tility among  frontier  settlers  toward  land  speculators  in 
New  England  and  appropriators  of  land  in  New  York. 
Although  Southern  slavery  presented  the  extreme  form  of 
possession  in  opposition  to  human  rights  the  conflict  im- 
plicit in  that  situation  had  not  yet  developed. 

Western  farmers  and  pioneers,  while  they  favored  pri- 
vate property,  were  opposed,  as  we  have  seen,  to  the 
eastern  financiers'  speculation  and  to  "tight  money,"  which 
prevented  their  securing  capital  when  they  needed  it,  or 
interrupted  their  efforts  at  construction.  They  did  not, 
however,  reach  the  conclusion  that  the  power  of  money 
arises  out  of  private  ownership  of  natural  resources  and 
machinery.  The  disadvantages  which  they  recognized  were 
the  excesses  of  financial  manipulations  as  these  were  repeat- 
edly revealed  in  panics.  The  people  in  the  South,  to  some 
extent,  shared  these  views. 

The  nature  of  the  conflict  was  commented  upon  by  John 
Taylor  of  Carolina,  who,  it  is  said, 

gave  emphatic  voice  to  the  southern  and  western  fears.  A 
capitalistic  class  based  on  manufacturing,  stock  jobbing,  bank- 
ing, and  speculation  was  bound,  in  his  opinion,  to  bring  about 
class  hatreds.  It  would  exploit  the  people  at  large  as  ruth- 
lessly as  ever  royal,  noble,  or  church  classes  had  done,  and  at 
the  same  time  be  far  more  difficult  to  reach  or  control  because 
it  had  no  distinct  legal  status  or  privilege  as  a  class.  It  would 
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have  no  legal  obligations  going  with  its  position  and  would 
work  subtly  underground  for  its  own  selfish  interest  in  public 
opinion  or  any  political  party.  In  the  course  of  time  it  would 
ruin  the  country.  (The  Epc  of  America^  p.  130.) 

Thus  the  West,  and  to  some  degree  the  South,  became 
the  milieu  for  democratic  ideas,  while  land  ownership  as 
the  basis  for  economic  democracy  remained  the  faith  of 
the  West.  The  Homestead  Act  was  evidence  of  the  peo- 
ple's demand,  and  the  basis  for  a  direct  relationship  be- 
tween the  people  of  the  West  and  the  government. 

While  property  and  land  have  been  a  foundation  in 
America  for  economic  democracy,  the  form  of  possession 
has  gradually  changed  into  credit  and  stock  ownership. 
Today  the  great  masses  of  people  are  in  debt,  and  the  in- 
struments and  output  of  their  labor  are  owned  and  con- 
trolled in  a  financial  network.  Property  tends  to  be  opposed 
to  human  rights  j  the  possessor  and  the  creator  confront 
each  other,  and  the  possessor  uses  political  power  to  crush 
the  worker.  Since  it  is  no  longer  possible  to  find  the  way 
out  from  industrial  depressions  by  westward  migration,  it 
has  become  necessary  to  face  the  problem  rather  than 
merely  to  escape  from  it. 

The  conflict  which  we  have  begun  to  trace  between 
possessive  and  creative  forces  may  now  be  defined  in  sev- 
eral aspects:  (i)  in  the  economic  system,  it  is  the  contra- 
diction between  financial  control,  imposing  claims  on  behalf 
of  owners,  and  technical  development  which  would  carry 
forward  production  in  accordance  with  the  best  knowledge 
of  science ;  (2)  in  the  individual,  the  conflict  takes  the  form 
of  a  confusion  in  motive  and  purpose  as  between  crafts- 
manship and  the  desire  and  necessity  to  acquire  property, 
or  to  "make  money"  in  an  economic  system  in  which 
"money"  is  power j  (3)  in  human  relations  in  industry, 
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it  is  the  contest  for  power  as  between  capital  and  labor; 
(4)  in  the  community,  underlying  all  the  other  aspects 
noted,  it  is  the  class  struggle  which  in  government  shows 
itself  in  the  struggle  between  property  rights  and  human 
rights.  In  familiar  terms,  it  is  recognized  in  America  as  a 
struggle  between  "big  business"  and  the  people. 

Thus  we  find  the  reason  for  seeking  to  discover  the  re- 
sources for  social  security  through  analysis  of  the  condi- 
tions of  insecurity  as  they  are  manifested  in  industrial 
depressions.  In  these  movements  from  prosperity  to  panic 
are  reflected  the  opposing  tendencies  of  national  life  with 
their  conflicts  and  contradictions — labor  and  the  capacity 
of  industry  to  produce,  opposed  to  capital,  which  while 
seeking  maximum  development  for  the  sake  of  profits  must 
nevertheless  periodically  "relieve  the  market"  by  cutting 
down  output  and  destroying  productive  forces  j  at  a  differ- 
ent stage,  labor  restricts  output,  while  capital  always  seeks 
the  maximum  production  possible  from  each  hour  of  labor ; 
in  the  contest  for  power,  business  becomes  organized  and 
opposes  the  organization  of  labor  j  government  by  the  peo- 
ple must  choose  between  the  general  welfare  and  the  pro- 
tection of  the  profits  of  corporations. 

Every  industrial  depression  holds  within  itself  the  possi- 
bility of  change  in  governmental  structure.  Unemployed 
workers  and  distressed  farmers  become  discontented  and 
demand  relief  from  the  government.  Political  leaders  be- 
come alarmed,  and  yield  to  the  demands  of  business  to 
suppress  discontent.  The  full  significance  of  movements 
from  prosperity  to  panic  and  their  implications  for  society 
can  be  understood  only  through  knowledge  of  government 
and  the  forces  which  contend  for  mastery  in  politics.  The 
interplay  between  democracy  and  possessive  forces  must, 
then,  be  the  subject  of  the  next  chapter. 


II.  DEMOCRACY  AND 
POSSESSION 


ESCAPE  from  the  tyrannies  of  government  as  the  colonies 
had  experienced  them,  was  the  immediate  object  in  the 
Revolutionary  War  and  in  the  formulation  of  political 
principles  for  the  new  nation.  These  were  expressed  in 
two  documents,  the  Declaration  of  Independence  and  the 
Constitution  of  the  United  States.  In  retrospect,  these  are 
often  looked  upon  as  a  unit  in  aim  and  content.  It  is 
assumed  that  the  makers  of  the  Constitution  established 
formally  what  the  Declaration  of  Independence  had  de- 
manded on  behalf  of  the  whole  people.  This  assumption 
is  partly  due  to  our  somewhat  wide-spread  ignorance  of 
events  occurring  in  the  eleven  years  which  elapsed  between 
the  bold  declaration  of  man's  right  to  freedom  in  the  New 
World  from  the  tyrannies  of  government,  and  the  sober 
task  of  establishing  a  national  government  over  a  land  of 
rich  natural  resources. 

The  first  document  was  a  rallying  cry  to  unite  all  the 
separate  colonies  and  the  conflicting  interests  within  them 
against  the  common  menace  which  in  turn  had  arisen  out 
of  conflicting  economic  interests  between  the  colonies  and 
the  mother  country.  Even  in  the  beginning,  however,  this 
unity  was  not  looked  upon  as  permanent.  It  was  declared 

that  these  United  Colonies  are  and  of  Right  ought  to  be  Free 
and  Independent  States;  .  .  .  and  that  as  Free  and  Inde- 
pendent States,  they  have  full  Power  to  levy  War,  conclude 
Peace,  contract  Alliances,  establish  Commerce,  and  to  do  all 
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other  Acts  and  Things  which  Independent  States  may  of  right 
do. 

Thus  the  rallying  cry  left  for  the  future  the  task  of 
reconciling  conflicting  interests  between  and  within  these 
"Free  and  Independent  States."  For  the  moment  they 
achieved  unity  in  the  necessity  to  free  themselves  from  the 
tyrannies  of  the  British  Crown.  The  right  to  break  off  their 
allegiance,  which  was  a  necessary  consequence  of  the  throw- 
ing off  of  this  tyranny,  was  based  upon  human  rights. 
These  are  "inalienable,"  and  comprise  "Life,  Liberty  and 
the  Pursuit  of  Happiness."  Government  itself  is  declared 
to  be  instituted  "to  secure  these  rights,"  and  it  derives  its 
"just  powers  from  the  consent  of  the  governed." 

Nothing  is  said  here  about  the  rights  of  property  or  of 
government's  relation  to  them,  though  in  the  bill  of  griev- 
ances against  the  British  Crown,  which  constitutes  the 
greater  part  of  the  Declaration  of  Independence,  the 
rights  of  property  and  production  are  implied  and  many 
comments  are  made  upon  denial  of  justice  in  the  courts 
and  inadequate  representation  of  the  people  in  the  law- 
making  bodies,  together  with  control  by  the  military  estab- 
lishment as  superior  to  the  civil  power.  The  modern  word 
"security"  is  used  to  connote  not  a  right  but  an  objective, 
in  an  eloquent  passage  which  reads: 

But  when  a  long  train  of  abuses  and  usurpations,  pursuing 
invariably  the  same  Object,  evinces  a  design  to  reduce  them 
under  absolute  Despotism,  it  is  their  right,  it  is  their  duty,  to 
throw  off  such  government  and  to  provide  new  Guards  for 
their  future  security.  Such  has  been  the  patient  suffrance  of 
these  Colonies,  and  such  is  now  the  necessity  which  constrains 
them  to  alter  their  former  Systems  of  Government. 
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With  these  words  ringing  in  their  ears,  the  several 
states  proceeded,  in  the  period  which  followed,  to  alter 
their  governments.  They  were  ready  by  that  time  for  a 
larger  measure  of  political  democracy  than  had  been  pro- 
vided in  the  English  system. 

In  The  Spirit  of  American  G averment,  by  J.  Allen 
Smith,  it  is  pointed  out  that  the  conservatives  and  the  men 
of  property  who  had  been  dominant  in  the  colonies  prior 
to  the  Revolution  lost  for  a  time  their  influence  in  Amer- 
ican politics,  since  they  were  not  in  accord  with  its  ultimate 
objectives.  Among  these  conservatives  Dr.  Smith  lists 

people  of  professional  training  and  occupation — clergymen, 
physicians,  lawyers,  teachers — a  clear  majority  of  whom  seem 
to  have  been  set  against  the  ultimate  measures  of  the  Revolu- 
tion, (p.  1 6.) 

The  new  leaders  evidently  believed  in  the  democracy 
outlined  in  the  Declaration  of  Independence,  and  Dr. 
Smith  declares  that 

the  tidal-wave  of  democracy,  which  swept  over  the  colonies 
during  the  Revolution,  largely  effaced  the  monarchical  and 
aristocratic  features  of  the  colonial  governments,  (p.  1 8.) 

They  adopted  new  constitutions,  in  which  the  executive 
was  subordinated  to  the  legislature  and  the  power  of  the 
Governor  to  veto  legislation  was  abolished  in  all  the  states 
except  Massachusetts  and  New  York,  which,  however,  re- 
tained only  a  qualified  veto  power.  The  power  of  the 
Governor  to  pardon  and  his  appointing  power  were  lim- 
ited, and  everywhere  he  was  deprived  of  the  power  to  dis- 
solve the  legislature.  Judges  also  were  made  subject  to 
the  legislature,  which  "under  these  early  state  constitutions 
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was  hampered  neither  by  the  executive  nor  by  the  courts." 
(p.  21.) 

This  work  of  developing  constitutions  for  the  separate 
states  was  carried  on  during  a  period  in  which  economic 
distress  was  experienced  and  evidences  of  discontent 
caused  anxiety  on  the  part  of  property  owners.  Of  the 
period  before  and  after  the  Revolution,  the  author  of 
Business  Annals  says: 

The  ten  years  prior  to  the  breaking  out  of  the  Revolutionary 
War  were  years  of  economic  depression  in  nearly  every  colony. 
During  the  war,  the  natural  economic  activities  of  the  country 
were  of  course  seriously  disrupted.  Immediately  after  the  war, 
in  1783,  a  short  boom  ensued,  but  like  most  post-war  booms, 
soon  collapsed.  The  depression  which  followed  was  most  severe 
in  1785  and  1786.  Shay's  Rebellion,  in  1786,  indicates  the  dis- 
tress felt  in  New  England.  Gradually,  improvement  appeared, 
and  at  the  beginning  of  the  annals,  in  1790,  the  United  States 
was  approaching  prosperity,  (p.  1 1 2.) 

In  this  period  of  recession  and  depression  the  framers 
of  the  Constitution  began  their  work.  They  faced  the  ex- 
perience of  the  increasing  democratic  powers  for  the  peo- 
ple in  the  separate  constitutions  of  the  colonies;  the  losses 
of  an  industrial  depression  which  they  naturally  attributed 
to  governmental  mistakes  in  the  colonies  j  and  the  evi- 
dences of  popular  unrest  such  as  Shay's  Rebellion.  They 
were,  on  the  whole,  representative  of  the  conservative 
classes,  of  whom  Dr.  Smith  says: 

With  the  return  of  peace  these  classes  which  so  largely  rep- 
resented the  wealth  and  culture  of  the  colonies,  regained  in  a 
measure  the  influence  which  they  had  lost.  This  tended  strongly 
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to  bring  about  a  conservative  reaction.  (The  Sprit  of  American 
Government,  p.  27.) 

They  were  a  different  group  from  the  signers  of  the 
Declaration  of  Independence.  Only  six  of  the  56  signers 
of  the  Declaration  of  Independence  were  members  of  the 
Constitutional  Convention. 

They  did  their  work  behind  closed  doors,  and  their 
secret  proceedings  did  not  become  available  until  after  the 
death  of  the  last  of  them,  James  Madison,  who  had  kept 
faithful  notes.  From  these  notes,  as  well  as  from  the  com- 
pleted document,  it  is  possible  to  gain  an  idea  of  the  pre- 
vailing attitude  toward  democracy.  Elbridge  Gerry  is 
quoted  in  Elliot's  Debates  (Vol.  V,  p.  557)  as  looking 
upon  democracy  as  the  worst  of  all  political  evils,  and 
Edmund  Randolph  declared  that  every  man  in  the  Con- 
vention had  traced  the  political  evils  of  this  country  to 
their  origin  "in  the  turbulence  and  follies  of  democracy." 
(Ibid.,  p.  13,18.)  It  was,  however,  necessary,  as  Dr.  Smith 
points  out, 

that  the  government  should  retain  something  of  the  form  of 
democracy,  if  it  was  to  command  the  respect  and  confidence  of 
the  people.  For  this  reason  Gerry  thought  that  "the  people 
should  appoint  one  branch  of  the  government  in  order  to  in- 
spire them  with  the  necessary  confidence."  (The  Sprit  of 
American  Government,  p.  38.) 

Indeed,  a  later  historian  who  was  also  President  of  the 
United  States,  Woodrow  Wilson,  said  of  the  Constitution: 

The  Federal  government  was  not  by  intention  a  democratic 
government.  In  plan  and  construction  it  had  been  meant  to 
check  the  sweep  and  power  of  popular  majorities.  .  .  .  The 
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government  had,  in  fact,  been  originated  and  organized  upon 
the  initiative  and  primarily  in  the  interest  of  the  mercantile 
and  wealthy  classes.  (Division  and  Reunion,  p.  12.) 

Other  historians  have  agreed  in  this  interpretation, 
notably  Charles  A.  Beard,  in  The  Rise  of  American  Civili- 
zation. Describing  the  debates  by  the  makers  of  the  Con- 
stitution, he  says: 

Almost  unanimous  was  the  opinion  that  democracy  was  a 
dangerous  thing,  to  be  restrained,  not  encouraged,  by  the 
Constitution,  to  be  given  as  little  voice  as  possible  in  the  new 
system,  to  be  hampered  by  checks  and  balances.  (Vol.  I,  p. 

315.) 

Dr.  Beard's  earlier  analysis  of  the  same  subject  came 
as  a  shock  to  those  who  had  hitherto  recognized  no  dis- 
cordant note  in  the  documents  establishing  the  structure  of 
government  in  the  new  nation.  That  the  political  views  ex- 
pressed in  these  documents  actually  arose  out  of  economic 
conditions  and  were  influenced  by  contemporary  theories 
of  economics,  is  perhaps  indicated  in  an  observation  in  a 
famous  book,  Adam  Smith's  Wealth  of  Nations,  published 
in  the  same  year  as  the  Declaration  of  Independence. 
Writing  of  government,  Adam  Smith  said: 

Civil  government,  so  far  as  it  is  instituted  for  the  security 
of  property,  is  in  reality  instituted  for  the  defence  of  the  rich 
against  the  poor,  or  of  those  who  have  some  property  against 
those  who  have  none  at  all.  (Wealth  of  Nations,  Vol.  II, 
P-  233-) 

In  the  same  chapter,  Adam  Smith  gives  a  more  de- 
tailed description  of  the  relation  of  government  to  prop- 
erty: 
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Wherever  there  is  great  property,  there  is  great  inequality. 
For  one  very  rich  man,  there  must  be  at  least  five  hundred 
poor.  .  .  .  The  affluence  of  the  rich  excites  the  indignation 
of  the  poor,  who  are  often  both  driven  by  want,  and  prompted 
by  envy,  to  invade  his  possessions.  It  is  only  under  the  shelter 
of  the  civil  magistrate  that  the  owner  of  that  valuable  property, 
which  is  acquired  by  the  labour  of  many  years,  or  perhaps  of 
many  successive  generations,  can  sleep  a  single  night  in  se- 
curity. He  is  at  all  times  surrounded  by  unknown  enemies, 
whom,  though  he  never  provoked,  he  can  never  appease,  and 
from  whose  injustice  he  can  be  protected  only  by  the  powerful 
arm  of  the  civil  magistrate  continually  held  up  to  chastise  it. 
The  acquisition  of  valuable  and  extensive  property,  therefore, 
necessarily  requires  the  establishment  of  civil  government. 
Where  there  is  no  property,  or  at  least  none  that  exceeds  the 
value  of  two  or  three  days'  labour,  civil  government  is  not  so 
necessary.  (Ibld.y  p.  228.) 

That  this  tendency  to  emphasize  the  protection  of 
property  holders  in  America  was  not  new  in  its  history, 
becomes  clear  if  one  studies  the  economic  motive  and  base 
for  the  early  explorations.  Again  we  may  turn  to  Adam 
Smith  to  find  such  an  observation  as  this: 

For  some  time  after  the  discovery  of  America,  the  first  en- 
quiry of  the  Spaniards,  when  they  arrived  upon  any  unknown 
coast,  used  to  be,  if  there  was  any  gold  or  silver  to  be  found 
in  the  neighborhood?  (Ibid.,  Vol.  I,  p.  428.) 

The  explorer's  quest  for  possession  and  his  search  for  silver 
and  gold  tended  to  identify  him  with  the  money  economy 
rather  than  with  the  creative  producers'  interest  in  finding 
rich  soil  and  natural  resources  to  sustain  the  daily  living 
of  a  population. 
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Protection  of  the  property  of  the  explorer  and  of  those 
in  whose  behalf  he  acted  had  to  be  worked  out  by  agree- 
ment between  nations  at  the  time  when  discoveries  were 
being  made.  These  agreements  were  discussed  in  an  opin- 
ion delivered  by  Chief  Justice  Marshall  of  the  United 
States  Supreme  Court  on  March  10,  1823.  (Johnson  v. 
Mclntosh,  21  U.  S.  8  Wheaton,  p.  571-605.)  The  de- 
cision is  of  interest  in  showing  the  attitude  of  the  dis- 
coverers and  settlers  of  America  toward  the  American 
Indian,  who  was  already  in  possession.  Plaintiffs  had 
claimed  land  granted  to  them  in  1773  and  1775  by  chiefs 
of  Indian  tribes,  the  Illinois  and  the  Piankeshaw  nations. 
The  question  for  the  court  to  decide  was  whether  their 
titles  could  be  recognized  in  the  courts  of  the  United 
States.  The  facts  were  beyond  dispute  that  the  chiefs  had 
authority  to  make  grants  "so  far  as  it  could  be  given  by 
their  own  people."  Likewise,  their  tribes  "were  in  rightful 
possession  of  the  land  they  sold."  The  inquiry  therefore 
related  "to  the  power  of  Indians  to  give,  and  of  private 
individuals  to  receive,  a  title  which  can  be  sustained  in  the 
Courts  of  this  country." 

While  accepting  without  question  the  right  of  society  to 
prescribe  rules  for  acquiring  and  preserving  property,  the 
court  drew  a  distinction  between  principles  of  abstract 
justice  and  the  actual  rules  adopted  in  particular  cases. 
Therefore  the  decision  in  this  case  necessitated  that  the 
court  examine  not  only 

those  principles  of  abstract  justice,  which  the  Creator  of  all 
things  has  impressed  on  the  mind  of  his  creature  man,  and 
which  are  admitted  to  regulate,  in  a  great  degree,  the  rights 
of  civilized  nations,  whose  perfect  independence  is  acknowl- 
edged; but  those  principles  also  which  our  own  government  has 
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adopted  in  the  particular  case,  and  given  us  as  the  rule  for  our 
decision. 

In  the  process  of  reconciling  these  "principles  of  abstract 
justice"  with  the  principles  finally  adopted  by  government, 
consideration  of  the  attractiveness  of  property  entered  in. 
Chief  Justice  Marshall  thus  approached  the  statement  of 
the  principle,  and  incidentally  recognized  both  the  force 
of  possession  and  the  method  whereby  the  would-be  pos- 
sessors convinced  themselves  of  the  religious  and  social 
justification  for  taking  control: 

On  the  discovery  of  this  immense  continent,  the  great  na- 
tions of  Europe  were  eager  to  appropriate  to  themselves  so 
much  of  it  as  they  could  respectively  acquire.  Its  vast  extent 
offered  an  ample  field  to  the  ambition  and  enterprise  of  all; 
and  the  character  and  religion  of  its  inhabitants  afforded  an 
apology  for  considering  them  as  a  people  over  whom  the 
superior  genius  of  Europe  might  claim  an  ascendency.  The 
potentates  of  the  old  world  found  no  difficulty  in  convincing 
themselves  that  they  made  ample  compensation  to  the  in- 
habitants of  the  new,  by  bestowing  on  them  civilization  and 
Christianity,  in  exchange  for  unlimited  independence. 

While  this  laid  the  basis  for  seizing  the  property  of  in- 
ferior inhabitants  who  should  be  glad  to  exchange  inde- 
pendence for  a  superior  civilization  and  religion,  it  did  not 
settle  possible  conflicts  between  civilized  and  Christian 
nations  as  to  which  was  entitled  to  the  property  of  the 
uncivilized  and  the  unchristian.  Therefore  the  Chief  Jus- 
tice continued  the  explanation  as  follows : 

But,  as  they  were  all  in  pursuit  of  nearly  the  same  object, 
it  was  necessary,  in  order  to  avoid  conflicting  settlements,  and 
consequent  war  with  each  other,  to  establish  a  principle,  which 
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all  should  acknowledge  as  the  law  by  which  the  right  of 
acquisition,  which  they  all  asserted,  should  be  regulated  as  be- 
tween themselves.  This  principle  was,  that  discovery  gave  tide 
to  the  government  by  whose  subjects,  or  by  whose  authority, 
it  was  made,  against  all  other  European  governments,  which 
title  might  be  consummated  by  possession. 

This  title  gave  to  the  possessing  nation  exclusive  right 
to  regulate  its  relations  with  the  original  inhabitants.  And 
although  "the  rights  of  the  original  inhabitants  were,  in 
no  instance,  entirely  disregarded,"  and  they  were  allowed 
to  retain  possession  of  the  soil  and  to  use  it,  nevertheless 
they  did  not  have  the  right  to  dispose  of  it. 

The  difficulties  arising  between  Spain  and  Portugal  and 
France  and  Holland  and  England  did  not  grow  out  of 
disagreement  on  the  fundamental  "principle"  that  dis- 
covery gave  the  title,  but  rather  out  of  controversy  as  to 
who  had  first  made  the  discovery. 

The  claim  of  the  Dutch  was  always  contested  by  the  Eng- 
lish [wrote  the  Chief  Justice  in  1823],  "not  because  they 
questioned  the  title  given  by  discovery,  but  because  they  in- 
sisted on  being  themselves  the  rightful  claimants  under  that 
title.  Their  pretensions  were  finally  decided  by  the  sword." 

Documents  asserting  this  principle  were  traced  in  this 
decision  as  far  back  as  1496,  when  the  monarch  of  England 
"granted  a  commission  to  the  Cabots,  to  discover  countries 
then  unknown  to  Christian  people,  and  to  take  possession 
of  them  in  the  name  of  the  king  of  England."  Thus  the 
unknown  world,  "unknown  to  Christian  people,"  was  to 
be  partitioned  between  civilized  and  Christian  nations  in 
the  order  of  discovery.  This  principle  received  its  incor- 
poration into  the  government  of  the  United  States  by  the 
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treaty  which  ended  the  Revolution,  whereby,  according  to 
Chief  Justice  Marshall, 

Great  Britain  relinquished  all  claim,  not  only  to  the  govern- 
ment, but  to  the  "propriety  and  territorial  rights  of  the  United 
States.  .  .  ."  By  this  treaty,  the  powers  of  government,  and 
the  right  to  soil  which  had  previously  been  in  Great  Britain, 
passed  definitively  to  these  United  States. 

The  several  states,  however,  claimed  rights  to  Indian 
lands. 

Virginia  proceeded  [in  1779]  .  .  .  to  open  her  land  office, 
for  the  sale  of  that  country  which  now  constitutes  Kentucky,  a 
country,  every  acre  of  which  was  then  claimed  and  possessed 
by  Indians,  who  maintained  their  title  with  as  much  perse- 
vering courage  as  was  ever  manifested  by  any  people. 

The  Chief  Justice  showed  some  uneasiness  about  the 
justice  involved.  He  was  sure  that  such  rights  as  the  British 
Crown  had  possessed  belonged  now  absolutely  to  the 
United  States.  But  he  recognized,  by  mentioning  the  fact, 
that  the  principle  might  be  open  to  discussion. 

We  will  not  enter  into  the  controversy  [he  wrote]  whether 
agriculturalists,  merchants,  and  manufacturers,  have  a  right, 
on  abstract  principles,  to  expel  hunters  from  the  territory  they 
possess,  or  to  contract  their  limits.  Conquest  gives  a  title  which 
the  Courts  of  the  conqueror  cannot  deny,  whatever  the  private 
and  speculative  opinions  of  individuals  may  be,  respecting  the 
original  justice  of  the  claim  which  has  been  successfully  as- 
serted. .  .  .  Although  we  do  not  mean  to  engage  in  the 
defence  of  those  principles  which  Europeans  have  applied  to 
Indian  title,  they  may,  we  think,  find  some  excuse,  if  not 
justification,  in  the  character  and  habits  of  the  people  whose 
rights  have  been  wrested  from  them. 
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But  something  of  the  conflict  between  human  rights  and 
property  rights  which  has  always  beset  the  government  of 
the  United  States  had  further  to  be  considered. 

The  tide  by  conquest  is  acquired  and  maintained  by  force. 
The  conqueror  prescribes  its  limits.  Humanity,  however,  acting 
on  public  opinion,  has  established,  as  a  general  rule,  that  the 
conquered  shall  not  be  wantonly  oppressed,  and  that  their 
condition  shall  remain  as  eligible  as  is  compatible  with  the 
objects  of  the  conquest. 

This  decision  contains  much  that  helps  us  to  understand 
the  conflicting  forces  in  the  development  of  the  American 
nation,  and  there  will  be  occasion  to  refer  to  it  again,  since 
it  relates  to  the  subject  of  racial  exploitation  and  wars  for 
possession.  It  is  here  quoted  to  emphasize  the  historical 
approach  to  the  influence  of  the  possessive  forces  in  the 
democracy  which  is  the  United  States. 

It  was  perhaps  with  some  such  theory  in  mind  concern- 
ing civil  government  and  its  primary  obligations  for  the 
security  of  property  that  an  important  but  often  unrecog- 
nized change  was  made  in  the  statement  of  the  people's 
rights  in  the  Constitution.  "Life,  Liberty  and  the  Pursuit 
of  Happiness"  in  the  Declaration  of  Independence  became 
"Life,  Liberty,  or  Property"  in  the  Constitution.  In  the 
intervening  period  the  democratic  pursuit  of  happiness  had 
been  found  to  create  difficulties  for  property  interests,  and 
hence  the  Constitution  established  safeguards.  These  were 
to  be  found  first  in  the  structure  of  government.  The 
House  of  Representatives,  elected  by  the  people,  was  to  be 
held  in  check  by  the  Senate,  elected  by  state  legislatures. 
Functions  of  government  had  to  be  carefully  divided  be- 
tween the  executive  and  the  legislative  branch,  with  the 
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judiciary  always  at  hand  to  watch  the  other  two  branches 
and  eventually  to  play  an  important  part  in  determining 
whether  the  legislature  was  justified  on  constitutional 
grounds  in  the  enactment  of  a  given  measure. 

The  Constitution,  as  subsequent  events  have  shown,  was 
destined  to  afford  more  ample  protection  to  property  in- 
terests against  democratic  action  than  the  original  pro- 
visions suggested.  Early  in  the  nation's  history,  Chief 
Justice  Marshall,  in  the  case  of  Marbury  v.  Madison,  de- 
livered an  opinion  in  which  he  laid  down  the  principle 
that  "a  legislative  act  contrary  to  the  Constitution  is  not 
law,  .  .  .  that  a  law  repugnant  to  the  Constitution  is 
void."  (Marbury  v.  Madison,  1803,  5  U.  S.  137.  I 
Cranch.)  It  was  within  the  power  of  the  Supreme  Court  to 
determine  whether  a  law  was  contrary  to  the  Constitution. 
The  principle  laid  down  in  this  case  therefore  automati- 
cally nullified  any  legislative  act  which  the  Supreme  Court 
might  declare  to  be  "unconstitutional." 

This  was  at  once  to  create  a  power  superior  to  the  elected 
representatives  of  the  people.  In  the  body  of  law  to  be 
developed,  the  determining  factor  would  be  the  judiciary. 
Indeed,  Chief  Justice  Marshall  alone  wrote  more  than 
500  decisions.  Their  tendency  was  toward  strengthening 
the  powers  of  the  federal  government  as  against  the  states, 
which  had  already  been  recognized  by  the  makers  of  the 
Constitution  as  the  more  likely  to  take  radical,  democratic 
action.  Hence  the  strengthening  of  the  federal  govern- 
ment was  a  protection  for  property. 

The  structure  of  government,  however,  is  influenced  by 
economic  conditions,  and  the  time  was  to  come  when  pro- 
tection of  property  rights  in  slavery  would  stimulate 
states'  right  as  against  the  federal  government.  Much  later 
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the  power  of  the  federal  government  to  deal  with  prob- 
lems of  workers  and  farmers  was  to  be  challenged  on  the 
ground  of  interference  with  the  powers  of  the  states.  Thus 
the  checks  and  balances  of  government  and  the  safeguards 
against  legislative  action  provided  by  the  actual  practice  of 
the  Supreme  Court  have  proved  to  be  adaptable  to  pro- 
tection of  the  changing  forms  of  property  relations. 

Protection  of  property  rights  in  the  Constitution  was 
not  regarded  in  the  colonies  as  adverse  to  the  rights  of 
the  common  man.  It  has  been  pointed  out  in  the  preceding 
chapter  that  the  American  people  were  always  seeking  the 
economic  foothold  implied  in  a  line  from  the  poem, 
Western  Emigration:  "Your  own  the  produce,  and  your 
own  the  soil."  Their  concept  of  democracy  was  more  eco- 
nomic than  political.  Government  was  expected  to  leave 
them  free  to  take  advantage  of  their  economic  opportunity 
and  to  protect  them  in  their  right  to  use  their  own  land 
and  their  own  tools.  This  protection  for  the  purpose  of 
winning  equality  of  economic  opportunity  through  their 
own  efforts,  was  the  property  right  which  they  believed 
the  Constitution  assured  them. 

The  Constitution,  as  originally  drawn,  contained  no  Bill 
of  Rights.  This  was  inserted  later,  in  the  form  of  amend- 
ments, as  the  result  of  action  taken  by  state  legislatures. 
The  fifth  of  these  amendments  provided  that  no  person 
shall  be  "deprived  of  life,  liberty,  or  property,  without 
due  process  of  law."  To  the  American  people  in  those  days, 
this  protection  would  have  seemed  acceptable.  In  the  pro- 
cess of  interpretation  by  the  courts,  however,  the  phrase 
"due  process  of  law"  has  been  used  to  nullify  laws  aiming 
to  protect  human  rights  against  property  rights.  In  the 
Dred  Scott  decision  in  1857  ^  was  declared  that  Congress 
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could  not  deprive  a  citizen  of  his  property,  that  is,  of  his 
slaves,  without  this  due  process.  As  recently  as  1935,  the 
same  phrase  was  used  to  protect  holders  of  farm  mortgages 
against  legislative  relief  for  the  farmer  which  would  have 
permitted  him  to  postpone  and  readjust  his  indebtedness 
for  his  farm.  This  appears  in  the  opinion  of  the  Supreme 
Court  in  the  Frazier-Lemke  Act,  to  which  later  reference 
will  be  made.  In  the  intervening  period,  many  labor  laws 
have  suffered  the  same  fate,  arising  essentially  out  of  con- 
flict between  property  rights  and  human  rights  and  in- 
fluenced fundamentally  by  the  changing  forms  of  property 
ownership,  that  is,  of  possession. 

Various  types  of  conflicting  interest,  however,  became 
evident  very  early  in  the  operations  of  the  new  govern- 
ment. Principles  have  never  applied  themselves.  Govern- 
ment has  been  a  house  divided  within  itself,  with  conflicts 
to  be  adjusted  between  the  several  "Free  and  Independent 
States";  between  the  states  and  the  federal  government  j 
and,  later,  between  the  people  and  the  banks,  between 
labor  and  capital,  and  even  between  the  different  industries 
and  branches  of  economic  life — merchant  against  rich 
farmer,  manufacturer  against  merchant,  and,  as  a  theme 
song  in  the  dramatic  conflicts,  possessor  against  creator. 

Many  illustrations  could  be  drawn  from  events  in  the 
past  hundred  and  fifty  years.  But  one  in  particular,  occur- 
ring as  long  ago  as  1814,  is  evidence  that  not  from  the 
beginning  has  the  Constitution  been  the  instrument  of 
final  synthesis  of  conflicting  interests,  but  rather  in  itself 
an  embodiment  of  conflicts. 

On  December  15,  1814,  there  convened  at  Hartford  a 
Convention  of  Delegates  from  the  states  of  Massachusetts, 
Connecticut  and  Rhode  Island  j  the  counties  of  Cheshire 
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and  Grafton  in  the  state  of  New  Hampshire,  and  the 
county  of  Windham  in  the  state  of  Vermont.  According  to 
the  proceedings  of  this  convention,  it  was  a  period  of  great 
popular  distress  in  the  New  England  states,  leading  to 
this  severe  condemnation: 

When  abuses,  reduced  to  system  and  accumulated  through  a 
course  of  years  have  pervaded  every  department  of  Govern- 
ment, and  spread  corruption  through  every  region  of  the 
State;  when  these  are  clothed  with  the  forms  of  law,  and  en- 
forced by  an  Executive  whose  will  is  their  source,  no  sum- 
mary means  of  relief  can  be  applied  without  recourse  to  direct 
and  open  resistance. 

It  was,  however,  the  hope  of  the  delegates  that  such  re- 
sistance might  be  avoided,  since  "to  attempt  upon  every 
abuse  of  power  to  change  the  Constitution,  would  be  to 
perpetuate  the  evils  of  revolution." 

The  date  will  be  recognized  as  that  of  a  war  period. 
War  had  been  declared  with  Great  Britain  in  1812.  The 
English  had  blockaded  the  coast.  Madison  had  been  re- 
elected.  There  had  been  prosperity  in  1813  (according  to 
Business  Annals).  But  even  in  that  year  the  condition  of 
New  England  is  described  as  "less  active,"  the  South  was 
depressed  and  foreign  trade  restricted.  In  1814  there  were 
"large  imports,  no  exports,"  and  in  1815  prosperity  de- 
clined to  depression  and  there  was  "distress  in  New  Eng- 
land." (Business  Annals ,  p.  117.) 

The  Hartford  convention  was  a  bitter  complaint  that 
commercial  interests  were  being  ignored.  The  Administra- 
tion was  accused  of  "perverting  public  opinion  in  respect 
to  our  foreign  relations,"  thus  involving  the  states  in  "the 
fierce  passions  which  have  convulsed  the  nations  of 
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Europe."  Apparently  the  South  Atlantic  states  felt  differ- 
ently, but  "a  reformation  of  public  opinion"  in  those  states 
was  not  to  be  despaired  of. 

They  will  have  felt  that  the  Eastern  States  cannot  be  made 
exclusively  the  victims  of  a  capricious  and  impassioned  policy. 
They  will  have  seen  that  the  great  and  essential  interests  of 
the  people,  are  common  to  the  South  and  to  the  East.  They 
will  realize  the  fatal  errors  of  a  system,  which  seeks  revenge 
for  commercial  injuries  in  the  sacrifice  of  commerce,  and 
aggravates  by  needless  wars,  to  an  immeasurable  extent,  the 
injuries  it  professes  to  r&dress. 

Involved  in  all  this  was  the  objection  of  the  New  Eng- 
land states  to  the  powers  of  the  federal  government  with 
respect  to  the  use  of  the  militia  and  in  general  the  conduct 
of  the  war.  For  example,  troops  were  used  on  the  frontiers 
of  Canada  instead  of  protecting  the  coast,  whereas  if  New 
England  had  been  permitted  to  control  her  own  militia 
they  could  have  protected  New  England  commerce.  More- 
over the  admission  into  the  union  of  new  states 

formed  at  pleasure  in  the  western  region,  has  destroyed  the 
balance  of  power  which  existed  among  the  original  States,  and 
deeply  affected  their  interest.  .  .  .  None  of  the  old  States 
can  find  an  interest  in  creating  prematurely  an  overwhelming 
Western  influence,  which  may  hereafter  discern,  as  it  has 
heretofore,  benefits  to  be  derived  to  them  by  wars  and  com- 
mercial restrictions. 

The  sufferings  of  the  merchants  are  eloquently  de- 
scribed in  these  proceedings. 

How  shortsighted  and  miserable  is  the  policy  which  has 
annihilated  this  order  of  men,  and  doomed  their  ships  to  rot 
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in  the  docks,  their  capital  to  waste  unemployed,  and  their 
affections  to  be  alienated  from  the  Government  which  was 
formed  to  protect  them!  What  security  for  an  ample  and 
unfailing  revenue  can  ever  be  had,  comparable  to  that  which 
once  was  realized  in  the  good  faith,  punctuality,  and  sense 
of  honour,  which  attached  the  mercantile  class  to  the  interests 
of  government!  Without  commerce,  where  can  be  found  the 
aliment  for  a  navy;  and  without  a  navy,  what  is  to  constitute 
the  defence,  and  ornament,  and  glory  of  this  nation!  No  union 
can  be  durably  cemented,  in  which  every  great  interest  does 
not  find  itself  reasonably  secured  against  the  encroachment  and 
combinations  of  other  interests. 

By  way  of  further  emphasis  a  note  was  appended  with 
an  extract  from  a  speech  by  Mr.  Madison  in  the  debates  of 
the  Virginia  Convention,  showing  "that  he  had  a  prophetic 
view  of  circumstances  which  would  induce  a  majority  of 
States  to  support  Virginia  against  the  carrying  States." 

I  think  [said  Mr.  Madison]  that  those  states,  which  are 
contradistinguished  as  carrying  states,  from  the  non-importing 
states,  will  be  but  few.  I  suppose  the  southern  states  will  be 
considered  by  all,  as  under  the  latter  description.  .  .  .  Might 
I  not  add  all  those  states  which  will  be  admitted  hereafter  into 
the  union?  These  will  be  non-carrying  states  and  will  support 
Virginia  in  case  the  carrying  states  will  attempt  to  combine 
against  the  rest. 

With  a  President  representing  the  interests  of  the  non- 
carrying  states,  it  was  small  wonder  that  Massachusetts, 
Connecticut  and  Rhode  Island  rose  in  this  convention  to 
show  the  havoc  worked  upon  their  commerce  and  to  pro- 
pose amendments  to  the  Constitution.  The  proposed 
amendments  would  reapportion  representation  on  the  basis 


6O  CREATIVE     AMERICA 

of  free  persons  (thus  depriving  the  southern  states  of  the 
advantage  they  then  had  in  counting  a  portion  of  their 
slave  population)  j  require  a  two-thirds  vote  to  admit  a 
new  state  into  the  Union j  limit  embargoes  to  sixty  days; 
likewise  limit  the  duration  of  an  interdiction  on  commer- 
cial intercourse  with  foreign  countries ;  limit  the  power  to 
declare  war;  and,  finally,  limit  the  President  to  one  term 
and  further  declare  that  the  President  should  not  be 
elected  from  one  state  two  terms  in  succession. 

Already  also  appeared  the  anti-alien  spirit,  in  a  recom- 
mendation for  a  constitutional  amendment  to  exclude  for- 
eigners "hereafter  arriving  in  the  United  States"  from 
eligibility  to  public  office.  Here  is  the  explanation: 

That  the  stock  of  population  already  in  these  States,  is  amply 
sufficient  to  render  this  nation  in  due  time  sufficiently  great  and 
powerful,  is  not  a  controvertible  question.  Nor  will  it  be 
seriously  pretended,  that  the  national  deficiency  in  wisdom, 
art,  science,  arms  or  virtue,  needs  to  be  replenished  from  for- 
eign countries.  Still,  it  is  agreed,  that  a  liberal  policy  should 
offer  the  rights  of  hospitality,  and  the  choice  of  settlement,  to 
those  who  are  disposed  to  visit  the  country.  But  why  admit  to 
a  participation  in  the  government  aliens  who  were  no  parties 
to  the  compact — who  are  ignorant  of  the  nature  of  our  in- 
stitutions, and  have  no  stake  in  the  welfare  of  the  country,  but 
what  is  recent  and  transitory? 

In  short,  the  way  of  democracy,  with  its  assumption 
that  the  will  of  the  majority  is  the  basis  for  complete  unity 
of  action,  is  seen  to  have  been  beset  from  the  beginning  in 
the  United  States  by  conflicts  of  interest  between  different 
economic  groups.  Again  and  again  the  issues  of  both  war 
and  peace  are  seen  to  arise  out  of  conflicting  economic  in- 
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terests.  The  opening  up  of  the  continent  and  the  tremen- 
dous expansion  of  both  agriculture  and  manufactures, 
while  leading  to  the  great  expansion  of  governmental  func- 
tions, did  not  at  any  time  permanently  reconcile  conflicts. 

The  Hartford  Convention  had  no  important  influence 
on  the  Constitution  or  on  national  policy.  Its  significance 
lay  in  its  formulation  of  the  grievances  of  a  section  of  the 
country  against  other  sections,  whose  economic  interests 
were  different.  In  course  of  time  such  a  conflict  between 
two  sectional  interests,  the  manufacturing  system  of  the 
North  and  the  plantation  system  based  on  slavery  in  the 
South,  led  to  the  Civil  War. 

In  a  sense,  the  Civil  War  was  the  second  American 
Revolution.  The  developing  forms  of  capitalist  industry 
were  now  to  prevail  in  all  states,  and  these  interests  were 
no  longer  to  be  challenged  in  governmental  policy  and 
legislation  by  an  outworn  system  akin  to  feudalism.  An 
amendment  to  the  Constitution  was  adopted,  declaring 
that  "neither  slavery  nor  involuntary  servitude,  except 
as  a  punishment  for  crime,  whereof  the  party  shall  have 
been  duly  convicted,  shall  exist  within  the  United  States 
or  any  other  subject  to  their  jurisdiction."  (Article  13, 
adopted  in  1865,  Section  i,  Abolition  of  Slavery.) 

Strange  it  seems  that  the  necessity  for  such  a  provision 
should  not  have  been  recognized  in  the  Constitution  estab- 
lishing the  United  States  of  America.  Here  is  further  evi- 
dence that  the  Constitution  did  not  fulfill  the  principles  of 
the  Declaration  of  Independence,  but  had  regard  for  the 
property  rights  existing  in  the  colonies.  The  ownership  of 
slaves  was  already  such  a  property  right.  Though  accord- 
ing to  the  Declaration  of  Independence  "all  men  are 
created  equal,"  the  Constitution  left  the  way  open  for  the 
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growth  of  the  cotton  industry  through  slave  labor  in  half 
of  the  United  States. 

The  abolition  of  slavery  was  a  triumph  for  human 
rights,  but  was  achieved  only  when  the  productive  develop- 
ment of  the  nation  required  the  growth  of  manufacturing 
under  the  capitalist  system  rather  than  the  extension  of  the 
plantation  system.  Moreover,  wage  labor  was  seen  to  be 
more  efficient  than  slave  labor.  Slavery  was  expensive  in 
another  way.  It  required  a  considerable  initial  outlay  of 
capital  j  and  the  slaves  had  to  be  maintained  when  they 
were  not  working.  Wage  laborers,  on  the  contrary,  had  to 
feed  themselves  in  times  of  unemployment  j  the  cost  of 
insecurity  was  chargeable  to  the  workers.  Not  until  1935 
was  there  any  national  legislation  for  unemployment  in- 
surance, and  no  benefits  were  as  yet  payable  under  any  law, 
state  or  federal. 

The  effect  of  these  basic  changes  was  to  eliminate  cer- 
tain types  of  conflict  of  interest  between  possessive  in- 
terests. The  development  of  the  capitalist  forms  of  owner- 
ship and  their  increasing  concentration  of  control  through 
the  mechanism  of  corporations  tended  to  unify  the  eco- 
nomic system  of  the  country.  Ultimate  ownership  and 
control  were  so  concentrated  that  the  fundamental  con- 
flict was  no  longer  between  different  branches  of  economic 
organization.  Increasingly  it  centered  in  the  struggle  be- 
tween human  rights  and  property  rights  in  the  new  and 
concentrated  form.  This  was  essentially  the  basis  of  conflict 
between  the  farmer  and  the  industrialist. 

The  new  form  of  possession  was  quite  different  from  the 
property  ownership  desired  by  western  pioneers,  envision- 
ing the  possession  of  their  own  soil  and  their  own  produce. 
Instead,  private  property,  controlled  by  corporations  and 
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banks,  laid  heavy  claims  upon  debt-burdened  farms  and 
upon  industrial  enterprises.  Absentee  owners  exacted  trib- 
ute from  creative  work  in  which  they  had  no  share  as 
workers.  Possession  had  become  an  impersonal  force,  de- 
stroying all  hope  of  economic  democracy,  and  thereby  set- 
ting up  irreconcilable  conflicts  in  the  sphere  of  government 
of  which  the  form  and  philosophy  were  democratic  but 
the  dominant  control  now  autocratic,  reflecting  the  auto- 
cratic character  of  control  in  the  economic  system. 

These  conflicts  have  shown  themselves  in  struggles  over 
three  main  subjects  of  governmental  action:  laws  in  the 
interest  of  the  workers,  generally  called  labor  legislation, 
such  as  regulation  of  hours,  prohibition  of  child  labor,  and 
workmen's  compensation  for  industrial  accidents  j  taxation, 
and  the  purposes  of  expenditures  in  the  national  budget  j 
and  intervention  by  government  in  strikes.  At  several  well 
defined  stages,  constructive  social  action  on  any  of  these 
subjects  may  be  blocked  by  the  opposition.  First,  it  is 
difficult  to  get  the  laws  passed.  Rules  established  by  the 
law-making  bodies  frequently  prevent  their  consideration  j 
they  "die  in  committee."  Second,  if  passed,  often  after 
unsatisfactory  amendments,  appropriations  for  their  ad- 
ministration are  curtailed  j  or  influence  is  exerted  on  admin- 
istrators to  weaken  the  force  of  the  law;  or  judges  refuse 
to  punish  violators.  Finally,  the  Supreme  Court  may 
nullify  a  law  by  declaring  it  unconstitutional.  The  federal 
courts  have  this  control  not  only  over  federal  legislation 
but  also  over  laws  passed  by  state  legislatures. 

Of  labor  laws,  a  recent  history  declares  that  not  only  has 
the  Supreme  Court  invalidated  a  number  of  them,  both 
state  and  federal,  but  that  the  decisions  have  restricted  the 
scope  of  legislation  in  advance  of  the  Court's  opinion. 
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That  the  contest  has  grown  more  intense,  seems  to  be  in- 
dicated in  the  comparison  between  the  Supreme  Court's 
decisions  as  of  1917  to  1932  and  those  of  an  earlier  period. 
Recently,  "the  general  trend  was  toward  a  stricter  con- 
struction." (History  of  Labour  in  the  United  States,  Vol. 
Illy  Labor  Legislation,  p.  660  and  p.  685.) 

Denial  of  the  right  of  the  legislature  to  prescribe  con- 
ditions of  employment  to  protect  workers  rests  sometimes 
on  the  relation  of  state  to  federal  power ;  and  sometimes 
on  a  strange  perversion  of  the  Fourteenth  Amendment,  in- 
suring "freedom  of  contract"  for  the  individual,  and  of  the 
Fifth  Amendment,  guaranteeing  the  right  that  property 
shall  not  be  taken  without  "due  process  of  law."  The 
Fourteenth  Amendment  has  been  used  to  insure  the  right 
of  a  woman  to  work  all  night  in  a  factory  j  or  of  a  baker 
to  work  unlimited  hours.  The  Fifth  Amendment  has  in- 
validated the  pension  system  for  railroad  workers,  on  the 
ground  that  the  tax  provision  took  the  property  of  the  rail- 
roads without  "due  process  of  law." 

In  the  economic  crisis  beginning  in  1929,  the  right  of  the 
Supreme  Court  thus  to  nullify  legislation  became  an  issue 
of  outstanding  importance.  Whether  or  not  one  agreed 
with  the  program  put  forward  by  the  Democratic  Adminis- 
tration under  the  leadership  of  President  Roosevelt  during 
that  period,  no  one  who  upholds  the  democratic  form  of 
government  could  acquiesce  in  this  denial  of  the  power  of 
Congress  to  determine  what  laws  should  be  in  force.  Of  six 
important  pieces  of  legislation,  the  Supreme  Court  de- 
clared five  unconstitutional.  These  included  regulation  of 
the  output  of  oil;  railroad  pensions j  the  National  Indus- 
trial Recovery  Act,  one  section  of  which  gave  labor  the 
right  to  bargain  collectively  and  provided  for  the  fixing  of 
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minimum  wages  and  maximum  hours;  the  Farm  Mort- 
gage Moratorium  Act;  and  the  Agricultural  Adjustment 
Act. 

Each  of  these  laws  contained  some  restraint  upon  owner- 
ship, designed  to  protect  workers  or  farmers  or  in  some 
way  to  regulate  the  use  of  productive  resources.  The 
Court's  action  rendered  them  all  "null  and  void,"  in  ac- 
cordance with  the  principle  laid  down  more  than  a  cen- 
tury ago  by  Chief  Justice  Marshall,  that  a  law  which  the 
Supreme  Court  finds  to  be  contrary  to  the  Constitution 
ceases  at  once  to  be  law.  It  is  as  though  the  representatives 
of  the  people,  in  Congress  assembled,  had  never  passed 
any  of  these  measures  in  1933  and  1934.  In  the  discussion 
stimulated  by  these  decisions,  it  has  frequently  been 
pointed  out  that  the  power  to  end  such  laws  should  have 
been  left  to  the  people,  who  could  have  expressed  their 
views  by  ballot  at  the  next  election.  The  judges,  whose  de- 
cisions have  been  final,  are  beyond  the  people's  reach. 

The  decision  of  1936  regarding  the  Agricultural  Ad- 
justment Act  may  be  summarized  by  way  of  illustration  of 
the  Court's  attitude.  (Supreme  Court  of  the  United  States, 
No.  401 — October  Term,  1935.  United  States  of  America, 
Petitioner y  v.  William  M.  Butler,  et  al.y  Receivers  of 
Hoosac  Mills  Corporation,  January  6,  1936.)  The  ex- 
plicit purpose  of  the  Act  was  to  give  aid  to  agriculture 
and  the  farmer  by  trying  to  bring  prices  of  farm  products 
into  the  same  relationship  with  prices  of  industrial  products 
as  had  prevailed  during  a  given  period.  This  was  to  be 
accomplished  by  curtailing  production  and  thus  raising 
prices.  The  farmer  who  agreed  to  destroy  part  of  his  prod- 
uce or  to  refrain  from  planting  a  given  number  of  acres 
would  be  paid  by  the  government  for  his  loss.  The  money 
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for  this  purpose  was  obtained  by  the  government  by  a  tax 
on  the  "processing"  industries,  which  take  the  farmer's 
products  and  prepare  them  for  the  consumer  or  for  the 
next  stage  in  production. 

The  Hoosac  Mills  Corporation,  manufacturing  cotton 
textiles,  had  been  taxed  to  help  pay  growers  of  cotton  who 
agreed  to  limit  their  production  in  accordance  with  a  plan 
made  by  the  Secretary  of  Agriculture.  Receivers  for  the 
Corporation  challenged  the  constitutionality  of  the  tax. 
Six  judges  of  the  Supreme  Court  agreed  with  the  re- 
ceivers j  the  law  was  declared  unconstitutional  and  thus 
nullified.  Three  judges  disagreed. 

"Congress  has  no  power  to  enforce  its  commands  on  the 
farmer,"  said  the  majority  group.  Even  if  the  farmer's 
acceptance  were  entirely  voluntary,  as  in  fact  the  regula- 
tion claimed  to  be,  "it  would  stand  no  better  so  far  as 
Federal  power  is  concerned.  At  best  it  is  a  scheme  for 
purchasing  with  Federal  funds  submission  to  Federal 
regulation  of  a  subject  referred  to  the  States."  To  be  sure, 
Congress  has  the  power  to  tax,  and  to  appropriate  money 
"to  provide  for  the  .  .  .  general  welfare  of  the  United 
States."  This  is  explicit  in  the  Constitution.  The  federal 
government,  however,  has  only  the  powers  explicitly 
granted  to  it.  "Each  State  has  all  governmental  powers 
save  such  as  the  people,  by  their  Constitution,  have  con- 
ferred upon  the  United  States,  denied  to  the  States,  or 
reserved  to  themselves."  This  Act  "invades  the  reserved 
rights  of  the  States.  It  is  a  statutory  plan  to  regulate  and 
control  agricultural  production." 

If  such  regulation  were  held  to  be  within  the  power  of 
the  federal  government,  "evidently  the  regulation  of  all 
industry  throughout  the  United  States  may  be  accom- 
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plished  by  similar  exercises  of  the  same  power."  The  prices 
of  raw  materials,  such  as  coal,  might  be  lowered.  Sugar 
refiners  might  have  their  profits  raised.  The  output  of 
shoes  might  be  decreased.  Garment  factories  might  be  in- 
duced to  move  to  smaller  cities.  This  is  not  to  say  that  "any 
of  the  purposes  mentioned  are  unworthy."  The  illustra- 
tions merely  show  that  Congress  may  not,  "under  the  pre- 
text of  exercising  the  taxing  power,  in  reality  accomplish 
prohibited  ends."  If  such  a  principle  were  accepted,  it  could 
lead  to  "the  destruction  of  local  self-government  in  the 
States"  and  to  "obliterating  the  constituent  members  of 
the  Union." 

Before  stating  its  opinion  in  the  case,  the  Court  under- 
took to  correct  a  misunderstanding  as  to  its  function. 

It  is  sometimes  said  that  the  Court  assumes  a  power  to  over- 
rule or  control  the  action  of  the  people's  representatives.  This 
is  a  misconception.  The  Constitution  is  the  supreme  law  of  the 
land  ordained  and  established  by  the  people.  .  .  .  [When  the 
constitutionality  of  an  act  of  Congress  is  challenged]  the 
judicial  branch  of  the  government  has  only  one  duty — to  lay 
the  article  of  the  Constitution  which  is  invoked  beside  the 
statute  which  is  challenged  and  to  decide  whether  the  latter 
squares  with  the  former.  .  .  .  The  only  power  it  has,  if 
such  it  may  be  called,  is  the  power  of  judgment. 

The  vital  point,  however,  is  that  three  of  the  judges 
disagreed,  though  presumably  they,  too,  could  "lay  the 
article  of  the  Constitution  .  .  .  beside  the  statute  .  .  . 
and  .  .  .  decide  whether"  it  "squared."  They  declared,  in 
their  minority  opinion,  that  "the  power  to  tax  and  spend 
includes  the  power  to  relieve  a  nation-wide  economic  mal- 
adjustment." They  flatly  contradicted  the  judgment  of  the 
six,  by  declaring: 
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As  the  present  depressed  state  of  agriculture  is  nation-wide 
in  its  extent  and  effects,  there  is  no  basis  for  saying  that  the 
expenditure  of  public  money  in  aid  of  farmers  is  not  within 
the  specifically  granted  power  of  Congress  to  levy  taxes  to 
"provide  for  the  .  .  .  general  welfare." 

Likewise,  they  disagreed  that  this  was  an  invasion  of 
states'  rights,  and  beyond  the  power  of  Congress. 

The  spending  power  of  Congress  is  in  addition  to  the  legis- 
lative power  and  not  subordinate  to  it.  ...  It  presupposes 
freedom  of  selection  among  diverse  ends  and  aims.  .  .  .  The 
purpose  must  be  truly  national. 

As  to  the  assertion  of  the  majority  that  the  payments 
"coerced"  the  farmer,  the  minority  pointed  out  that  "no 
such  contention  is  pressed  by  the  taxpayer.  .  .  .  The  sug- 
gestion of  coercion  finds  no  support  in  the  record  or  in  the 
data  showing  the  actual  operation  of  the  act."  The  incon- 
sistency of  the  majority  as  the  minority  saw  it  was  thus 
summed  up : 

The  Court  does  not  assert  that  the  expenditure  of  public 
funds  to  promote  the  general  welfare  is  not  a  substantive  power 
specifically  delegated  to  the  national  government.  ...  It  does 
not  deny  that  the  expenditure  of  funds  for  the  benefit  of 
farmers  and  in  aid  of  a  program  of  curtailment  of  production 
of  agricultural  products,  and  thus  of  a  supposedly  better 
ordered  national  economy,  is  within  the  specifically  granted 
power.  But  it  is  declared  that  State  power  is  nevertheless  in- 
fringed by  the  expenditure  of  the  proceeds  of  the  tax  to  com- 
pensate farmers  for  the  curtailment  of  their  cotton  acreage. 

Finally,  the  suggestion  that  "the  governmental  power  of 
the  purse  must  now  be  curtailed  by  judicial  fiat  because 
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it  may  be  abused  by  unwise  use  hardly  rises  to  the  dignity 
of  argument." 

These,  then,  are  the  conflicting  judgments  of  nine  men, 
of  whom  six  could  nullify  this  law;  theirs  was  the 
Opinion  of  the  Court.  Of  the  Court's  function,  the  minor- 
ity declared  that  "courts  are  concerned  only  with  the  power 
to  enact  statutes,  not  with  their  wisdom"  j  and  added  this 
warning: 

While  unconstitutional  exercise  of  power  by  the  executive 
and  legislative  branches  of  the  government  is  subject  to 
judicial  restraint,  the  only  check  upon  our  own  exercise  of 
power  is  our  own  sense  of  self-restraint. 

In  other  words,  the  democracy  of  the  United  States  is  ex- 
posed to  the  danger  that  laws  passed  by  its  representatives 
will  be  nullified  by  a  Supreme  Court  whose  power  can  be 
checked  only  by  the  judges'  "own  sense  of  self-restraint." 
Such  a  Court  might  truly  say,  with  Louis  XIV:  "I  am  the 
State."  Division  of  opinion  in  this  ninefold  head  of  the 
State  is  the  refutation  of  the  dependability  of  its  "self- 
restraint." 

For  whom  was  the  Court's  opinion  written  in  this  case? 
In  one  place,  the  majority  imply  that  they  are  defending 
the  people's  rights,  since  the  people  framed  the  Constitu- 
tion. Elsewhere  they  appear  to  defend  the  farmer  against 
coercion.  Yet  it  was  not  a  farmer  who  contested  the  law, 
but  a  corporation.  Nor  did  any  state  indicate  objection. 
Evidently  the  aggrieved  party  was  the  taxpayer,  the  proc- 
essor whose  manufacture  of  cotton  textiles  made  him 
liable  to  the  tax  wherewith  to  pay  the  farmer.  Nowhere 
in  the  Court's  decision,  however,  is  there  the  slightest 
reference  to  any  grounds  for  grievance  on  the  part  of  these 


7O  CREATIVE     AMERICA 

manufacturers.  Almost  sinister  is  the  fact  that  the  Court 
neglected  to  mention  the  very  party  in  whose  interest  the 
decision  was  written,  the  corporations,  food  processors  and 
textile  manufacturers,  of  which  the  Hoosac  Mills  Cor- 
poration was  one;  it  put  forward  instead,  almost  as  a  pre- 
tense, the  farmer's  interest,  which  the  decision  obviously 
negates  $  and  states'  rights,  which  earlier  decisions  of  the 
Court  have  easily  overridden. 

It  may  be  well  to  recall  a  case  four  years  earlier,  in 
1932,  in  which  the  Supreme  Court  declared  unconstitu- 
tional a  state  law  regulating  production.  It  was  the  Okla- 
homa Ice  Case,  in  which  the  state  had  required  an  ice 
dealer  to  qualify  for  a  license  by  demonstrating  that  the 
area  in  which  he  proposed  to  carry  on  business  was  not 
already  fully  supplied.  The  Court  declared  that  this  was 
taking  property  "without  due  process  of  law."  Justice 
Brandeis,  in  a  minority  opinion,  upheld  the  desirability  of 
experiment  by  the  states  in  the  current  problem  of  balanc- 
ing production  and  consumption. 

Essentially  this  was  the  problem  which  the  Agricultural 
Adjustment  Act  sought  to  solve.  The  Supreme  Court  de- 
clared that  the  federal  government  has  no  right  thus  to 
invade  states'  rights.  Four  years  earlier,  the  same  Court 
had  denied  the  right  of  a  state  to  legislate  on  such  a  sub- 
ject. Apparently  it  is  easy  to  nullify  a  law  which  imposes 
a  restraint  upon  corporations,  either  by  invoking  states' 
rights,  or  by  ignoring  them,  and  using  another  Constitu- 
tional principle.  It  is,  however,  excessively  difficult  to 
obtain  a  favorable  opinion  on  a  labor  law. 

The  same  conflict  within  the  government  between 
property  rights  and  human  rights,  which  shows  itself  in 
opposition  to  regulation  of  industry  or  to  labor  laws  objec- 
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tionable  to  employers,  appears  in  the  whole  subject  of 
taxation.  Social  and  educational  purposes  have  a  minor 
place  in  the  budget,  as  compared  with  "national  defense." 
In  states  and  municipalities  the  burdens  of  the  property 
tax  and  the  sales  tax  rest  heavily  upon  consumers,  and 
therefore  upon  the  poor.  The  income  tax  yields  too  little 
from  the  higher  incomes.  The  principle  of  capacity  to  pay 
is  not  applied.  The  subject  is  too  big  to  amplify  here.  That 
it  is  controversial  and  an  illustration  of  conflicting  interests, 
needs  no  extended  demonstration. 

Of  the  relation  of  the  federal  government  to  strikes, 
only  one  illustration  will  be  given.  It  relates  to  instruc- 
tions to  federal  military  forces  which  may  be  called  upon 
to  aid  civil  forces  in  time  of  "domestic  disturbances."  The 
instructions  are  contained  in  the  Basic  Field  Manual  of  the 
War  Department,  under  the  title  "Domestic  Disturb- 
ances," constituting  Part  Three  of  Volume  VII,  "Military 
Law."  Its  date  is  Washington,  1935.  Its  significance  for 
the  subject  under  discussion  lies  in  the  fact  that  strikes  may 
be  classified  as  domestic  disturbances,  and  the  Governor  of 
a  state  may  ask  for  federal  troops  on  the  plea  that  local 
police  cannot  cope  with  the  situation. 

Similar  to  the  use  of  federal  troops,  is  the  calling  of  the 
state  militia  or  the  state  police.  No  question  is  raised  here 
as  to  the  legitimacy  of  such  action  if  the  danger  of  rioting 
is  real.  The  objection,  borne  out  by  numerous  official  and 
unofficial  investigations,  is  that  the  reason  for  the  calling  of 
troops  is  to  break  up  the  picket  line  and  in  other  ways 
prevent  demonstrations  by  strikers.  Peaceful  picketing  has 
the  sanction  of  law  and  the  courts,  and  so  has  the  right  of 
assembly,  which  is  explicitly  recognized  in  the  Constitu- 
tion. Provocative  acts  or  pretexts  for  describing  a  local 
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assembly  or  picket  line  as  riotous  are  tactics  which  have 
been  demonstrated  in  the  past,  and  indeed  it  has  been 
shown  that  the  sending  of  troops  or  an  unusual  display 
of  force  by  the  police  is  a  cause  of  bloodshed.  Thus  it  be- 
comes part  of  the  conflict  between  labor  and  employers, 
with  the  government  drawn  in  on  the  side  of  alleged  pro- 
tection of  property.  By  weakening  the  morale  of  the  pick- 
ets, the  display  of  force  makes  it  easier  for  a  plant  to  secure 
strike  breakers  and  to  continue  to  operate. 

An  illustration  of  the  steps  taken  by  local  authorities  is 
given  in  the  account  of  a  general  strike  in  Pekin,  Illinois, 
which  appeared  in  the  newspaper  headlines  of  February  6, 
1936,  as  already  quoted  in  the  Note  to  the  Reader.  The 
chief  of  police  had  used  tear  gas  against  the  pickets  at 
the  distillery  where  the  strike  had  occurred.  The  workers 
demanded  the  removal  of  the  chief  of  police.  He  retorted: 
"What  this  town  needs  is  a  vigilante  committee  of  about 
one  hundred  tough  citizens."  The  assistant  manager  of  the 
Fleischmann  Yeast  Works  declared  that  the  plant  would 
operate  as  long  as  possible.  "If  we  can  get  help  to  drive 
away  the  pickets,  or  do  it  ourselves,  we're  going  to  do  it." 
The  New  York  Times  reporter  wrote:  "Pickets  continued 
peacefully  to  walk  posts  at  the  distillery  plant,  where 
twenty-five  deputies  and  fifty-five  maintenance  men  were 
on  hand."  At  the  same  time,  the  sheriff  issued  a  request 
for  National  Guard  aid.  Five  companies  of  militiamen  had 
been  mobilized  at  Peoria  the  day  before,  but  the  Times 
reported  that  there  was  no  indication  of  when  they  "would 
move  on  the  city."  In  fact,  the  strike  was  settled  before 
the  troops  marched  on  the  little  town.  With  that  scene  in 
mind,  the  instructions  of  the  War  Department  may  be 
read. 
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The  right  to  use  troops  is  derived  from  the  Constitution, 
and  the  Basic  Field  Manual  refers  to  its  provisions  and  to 
the  United  States  Code  as  giving  the  President  power  to 
call  out  the  militia  against  "unlawful  obstructions,  combi- 
nations, or  assemblages  of  persons"  which  make  it  Im- 
practicable, "in  the  judgment  of  the  President,"  to  enforce 
federal  laws  "by  the  ordinary  course  of  judicial  proceed- 
ings." These  troops  are  responsible  not  to  the  civil  author- 
ities, but  to  their  military  superiors. 

It  is  purely  a  tactical  question  what  use  will  be  made  of  the 
weapons  with  which  they  are  armed.  .  .  .  The  fire  of  troops 
should  be  withheld  until  timely  warning  has  been  given  to  the 
innocent  who  may  be  mingled  with  the  mob.  .  .  .  But  as  soon 
as  sufficient  warning  has  been  given  .  .  .  the  action  of  the 
troops  should  be  governed  solely  by  the  tactical  consideration 
involved.  .  .  .  The  use  under  these  circumstances  of  chemi- 
cal agents,  such  as  tear  gas,  has  been  found  to  be  an  effective 
and  humane  means  of  dispersing  a  mob.  However,  troops 
should  make  their  blows  so  effective  as  promptly  to  suppress  all 
resistance  to  lawful  authority  and  should  stop  their  attack  the 
moment  lawless  resistance  has  ceased.  (War  Department, 
Basic  Field  Manual,  Vol.  VII,  Part  Three,  Chap.  I,  Sec.  Ill, 
par.  10.) 

Even  the  established  writ  of  habeas  corpus  will  not 
necessarily  protect  a  prisoner  arrested  by  military  troops. 

It  does  not  follow  that  a  prisoner  arrested  and  detained  by 
the  military  authorities  under  martial  law  or  otherwise  in  aid 
of  the  civil  authorities  would  necessarily  be  released  or  turned 
over  to  the  civil  authorities  for  trial  at  the  hearing  of  the  writ, 
for  the  courts  usually  hold  such  arrest  and  detention  to  be 
lawful  in  such  situations  upon  reasonable  showing  of  military 
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necessity,  even  where  no  specific  crime  is  charged.  (lbid.y  par. 

no 

A  more  extreme  displacement  of  civil  authorities  by 
military  troops  is  through  declaration  of  martial  law, 
which,  as  the  Manual  points  out,  is  not  authorized  by  any 
express  provision  of  the  Constitution  or  of  a  federal  statute, 
but  has  been  "judicially  recognized  as  being  derived  by 
necessary  implication  from  various  provisions  of  the  Fed- 
eral Constitution."  {lbid.y  Chap,  i,  Sec.  IV,  par.  13.) 

The  acts  of  individual  officers  and  soldiers  are  subject 
to  review  by  civil  courts,  but  they  "are  not  liable  for  honest 
errors  of  judgment  in  determining  how  much  force  is 
necessary  in  a  given  emergency."  (Ibid.,  Chap,  i,  Sec.  V, 
par.  20.) 

Other  sections  deal  with  "equipment"  for  duty,  "tac- 
tics," "formation,"  and  special  situations  such  as  a  city  or 
the  open  country.  Significantly,  the  "problem"  of  the  open 
country  chosen  is  the  area  of  a  coal  mine,  and  the  explana- 
tion is  given  as  to  the  most  effective  way  of  dealing  with 
"rioters."  If  "strikers"  be  substituted  for  "rioters,"  any 
coal  miner  will  recognize  the  accuracy  of  the  description  of 
how  the  troops  behave. 

If  random  selections  be  made  from  the  Manual y  always 
with  strikers  in  mind,  the  document  attains  new  signifi- 
cance. The  soldiers  are  to  carry  much  the  same  ammunition 
as  is  required  for  general  service.  Cavalry  is  useful  "be- 
cause of  its  mobility  and  the  undoubted  moral  effect  of 
an  armed  man  on  horseback."  In  many  instances,  tanks 
can  be  used  to  good  advantage. 

Certainly  the  moral  as  well  as  the  physical  effect  of  a  tank 
bearing  down  upon  a  mob  will  do  much  toward  breaking  up 
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the  mob.  Tanks  have  been  used  effectively  in  street  fighting. 
A  pole  or  spar  has  been  lashed  to  the  tank  and  this  used  as  a 
battering  ram  to  break  in  doors  or  make  breaches  in  barri- 
cades. (Ibid.y  Chap.  2,  Sec.  II,  par.  33.) 

The  difference  between  a  crowd  and  a  mob  is  defined. 

A  crowd  lacks  organization  and  unity  of  purpose.  ...  Its 
collective  cowardice  remains  its  most  striking  feature.  The 
subtle  change  by  which  a  crowd  becomes  a  mob  is  a  thing 
never  forgotten  by  anyone  who  has  seen  it.  ...  A  mob  .  .  . 
is  distinguished  by  the  fact  that,  under  the  stimulus  of  intense 
excitement,  its  members  have  actually  lost  all  sense  of  fear 
of  the  law  and  can  only  be  brought  to  their  senses  by  an  over- 
powering demonstration  of  force.  (Ibtd.y  Chap.  2,  Sec.  IV, 
par.  43.) 

It  is  comparatively  easy  to  break  up  a  crowd,  but  a  mob 
must  be  firmly  dealt  with.  It  must  first  be  ordered  to  dis- 
perse j  this  having  been  done,  force  should  be  effective. 

Blank  cartridges  should  never  be  used  against  a  mob,  nor 
should  a  volley  be  fired  over  the  heads  of  the  mob  even  if 
there  is  little  danger  of  hurting  persons  in  rear.  Such  things 
will  be  regarded  as  an  admission  of  weakness,  or  as  an  attempt 
to  bluff,  and  may  do  much  more  harm  than  good. 

Bayonets  are  effective  when  used  against  rioters  who  are 
able  to  retreat,  but  they  should  not  be  used  against  men  who 
are  prevented  by  those  behind  from  retreating.  (Ibid.,  par.  45.) 

Interesting  directions  are  given  regarding  domestic  dis- 
turbances in  cities,  which  are  recognized  as  the  centers 
"where  uprisings  against  law  and  order  usually  occur." 
The  military  commander  must  therefore  investigate  the 
situation.  He  must  have  information  regarding  the  "law- 
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less  elements."  He  must  know  their  "leaders,  places  of 
assembly,  methods  of  operation"  and  the  "newspapers  con- 
trolled or  influenced  by  them,  their  grievances  or  supposed 
grievances."  This  information  may  be  secured  from  the 
police  department,  "supplemented  by  private  detective 
agencies"  and  by  other  officers  of  the  government.  It  is  one 
of  the  duties  of  the  military  commander  to  learn  "the 
location  of  the  headquarters  of  the  American  Legion  and 
other  local  organizations  representing  law  and  order." 
Newspaper  men  are  not  forgotten. 

The  attitude  of  the  public  press  must  be  learned  and  con- 
ferences arranged  with  newspaper  men.  They  will  be  a  source 
of  much  information.  (Ibtd.y  Chap.  2,  Sec.  VI,  par.  6 1.) 

The  fact  that  labor  organizations  may  be  involved  in 
these  "riots,"  is  tacitly  recognized  in  the  following  para- 
graph: 

The  attitude  of  the  people,  both  employer  and  employee 
classes,  must  be  ascertained.  Conferences  with  leaders  of  both 
classes  should  be  held.  An  early  attempt  must  be  made  to  hold 
a  conference  with  the  leaders  of  the  disturbing  element,  at 
which  they  must  be  impressed  with  the  idea  that  the  military 
forces  intend  to  maintain  an  attitude  of  fairness  and  impar- 
tiality, but  that  acts  of  lawlessness  and  violence  will  not  be 
tolerated,  and  that  laws  will  be  enforced  and  order  maintained 
at  all  costs.  (Ibid.,  par.  61.) 

To  this  may  be  related  another  sentence  in  the  same 
section : 

In  his  efforts  to  put  down  a  disturbance,  a  commander  must 
resort  to  means  designed  to  weaken  the  confidence  of  the  dis- 
turbing element  in  their  leaders,  and  to  convince  them  that 
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ultimately  the  disturbing  element  must  be  unsuccessful.  (Ibid., 
par.  6 1.) 

Thus  in  time  of  strike  it  is  possible  for  the  civil  authori- 
ties to  invoke  the  clause  of  the  Constitution  which  assigns 
to  Congress  the  duty  of  "national  defense,"  including  the 
defense  of  the  states.  Moreover,  the  use  of  troops  or  a 
declaration  of  martial  law  by  the  Governor  is  not  subject 
to  "due  process  of  law";  it  is  an  emergency  act  requiring 
only  the  judgment  of  an  individual.  The  reference  to 
strikers  as  "rioters"  and  to  picket  lines  as  "domestic  up- 
risings" is,  to  say  the  least,  highly  exaggerated.  It  has 
indeed  been  shown,  not  infrequently,  that  violence  that 
would  justify  the  use  of  troops  has  actually  been  planned 
and  carried  out  by  agents  of  corporations  whose  workers 
were  on  strike.1 

These  are  extreme  instances  of  the  use  of  force  by  gov- 
ernment against  human  rights.  Less  dramatic,  but  none  the 
less  effective,  has  been  the  practice  of  issuing  injunctions. 
Not  until  1932  did  Congress  enact  a  law  for  which  the 
labor  movement  had  been  contending  for  many  years,  to 
control  the  issuance  of  injunctions  by  federal  courts.  It 
is  of  the  essence  of  an  injunction  that  it  rests  upon  the 

1  As  this  book  goes  through  the  press  an  order  is  issued,  dated 
February  28,  1936,  from  the  headquarters  of  the  "First  Corps  Area 
Office"  to  "Commanding  Officers,"  stating  that  "the  War  Depart- 
ment has  advised  this  headquarters  that  the  above  publication  is 
withdrawn  from  circulation  and  use.  Therefore,  it  is  directed  that 
all  copies  in  the  hands  of  individuals  and  on  file  in  offices  be  se- 
cured and  returned  to  this  headquarters."  (Sunday  Worker,  New 
York,  March  15,  1936.)  Probably  public  opinion  caused  the 
withdrawal;  but  the  issuance  of  the  manual  is  significant,  and  on 
the  whole  its  spirit  and  practice  have  characterized  the  use  of  both 
state  militia  and  the  National  Guard  in  times  of  strike. 
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opinion  of  the  judge  rather  than  upon  the  actual  per- 
formance of  an  act  by  a  supposed  lawbreaker.  A  judge  may 
"enjoin"  workers,  in  time  of  strike,  against  a  variety  of 
acts.  The  injunction  may  prescribe  rules  and  regulations 
for  picketing.  Alleged  violations  of  such  instructions,  arbi- 
trarily laid  down  by  the  court,  constitute  "contempt  of 
court"  and  are  punishable  by  the  judge  without  a  jury 
trial.  The  right  of  habeas  corpus  has  no  bearing.  This  is  a 
procedure  in  federal  and  state  courts  which  epitomizes  the 
inequality  before  the  courts  of  trade  unions  and  of  or- 
ganized workers  when  their  action  constitutes  a  challenge 
to  organized  business. 

When  the  government  responds  to  the  call  of  organized 
business  in  such  a  situation,  the  conflict  between  owners  and 
workers,  between  capital  and  labor,  and  the  relation  of 
government  to  the  conflict  is  demonstrated.  It  is  a  picture 
of  the  inability  of  political  democracy  to  be  democratic 
when  the  economic  system  is  undemocratic.  This  should 
lead  to  a  realistic  view  of  the  implications  for  government 
and  for  democracy  of  the  basic  struggle  between  what  we 
have  called  possessive  forces  and  creative  forces. 

In  the  Library  of  Congress  is  a  mural  by  Elihu  Vedder, 
which  is  thus  described  in  Social  Civics,  Our  Democracy 
and  Its  Problems: 

Good  Administration,  with  benign  countenance,  sits  upon 
her  throne,  a  perfect  arch  above  her  head.  As  the  strength  of  an 
arch  depends  upon  all  its  parts  equally,  so  the  maintenance  of 
a  strong  and  efficient  administration  depends  upon  the  co- 
operation of  all  elements  among  the  people.  In  her  right  hand 
Good  Administration  holds  evenly  the  scales  of  justice;  her 
left  hand  rests  upon  a  quartered  shield  to  indicate  the  fair 
balance  of  all  parties  and  classes.  .  .  .  Mr.  Vedder  has  also 
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executed  for  the  Library  of  Congress  a  companion  figure  por- 
traying Corrupt  Administration.  She  holds  the  scales,  unevenly 
balanced,  in  her  left  hand.  A  seeker  of  special  favors  is  placing 
a  bag  of  gold  in  the  scales;  he  has  seized  the  book  of  the  law 
and  upset  the  ballot  urn.  (Opposite  p.  147.) 

"Good  Administration"  is  the  common  conception  of  a 
unified  nation  above  all  conflicts.  This  is,  in  part,  an  ab- 
straction. History  shows  that  government  itself  is  part  of 
the  conflict.  In  the  nature  of  government  it  must  deal 
with  economic  interests  j  and  if  within  the  economic  system 
there  be  unresolved  conflicts  which  at  base  are  struggles 
for  power,  then  government  can  act  in  no  other  way  save 
to  yield  now  to  one  pressure  and  now  to  another. 

American  history  reveals  again  and  again  vigorous  ex- 
pressions of  opinion  by  the  people.  In  the  1870*8,  as  we 
have  seen,  it  was  the  Grangers  who  made  their  demands 
and  secured  the  enactment  of  laws  to  regulate  railroads. 
The  Interstate  Commerce  Commission  Act  of  1887,  tne 
Sherman  Anti-Trust  Act  of  1890  and  the  establishment  of 
the  Federal  Trade  Commission  in  1914  were  all  the  re- 
sults of  popular  movements  which  were  sufficiently  strong 
to  override  opposition.  The  Administration  of  Theodore 
Roosevelt  and  his  campaign  against  "malefactors  of  great 
wealth"  gave  expression  also  to  the  popular  movement 
against  big  business.  Such  a  revealing  study  as  Ida  M. 
Tarbell's  History  of  the  Standard  Oil  Company  had  shown 
the  people  how  great  was  the  organized  power  of  the 
corporations  and  by  what  unfair  methods  competition  was 
being  eliminated  and  monopoly  established. 

As  the  people  had  voted  for  the  Square  Deal  of  Theo- 
dore Roosevelt,  they  gave  enthusiastic  support  to  the  New 
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Deal  of  Franklin  D.  Roosevelt.  During  the  Administra- 
tion based  on  the  promise  of  the  New  Deal,  the  political 
conflict  between  workers  and  possessors  emerged  into  clear 
view.  Even  the  passage  of  laws  registered  no  permanent 
victory.  The  laws  themselves  were  an  effort  to  reconcile 
all  conflicts.  Such  benefits  as  they  extended  to  workers 
aroused  the  antagonism  of  employing  interests.  Adminis- 
trators were  harassed  by  court  decisions  against  them,  and 
finally  the  laws  were  nullified  by  the  Supreme  Court. 

Thus  a  political  administration  which  came  to  power  in 
response  to  the  people's  demand  for  a  new  deal  in  the 
worst  economic  crisis  in  the  nation's  history  had  to  face 
three  ways:  toward  the  voters j  toward  the  financial  and 
business  interests ;  and  toward  the  workers,  who,  as  voters, 
are  the  most  numerous  of  any  class. 

It  is  not  a  cynical  but  a  realistic  view  of  the  state,  which 
is  here  put  forward.  Numerous  voluntary  societies  exist 
which  idealistically  assume  that  their  task  will  be  accom- 
plished if  they  can  educate  public  opinion  to  the  point  of 
giving  wide  popular  support  to  social  measures.  Between 
the  expression  of  support  for  popular  measures  in  a  Presi- 
dential campaign  and  the  laws  which  register  these  de- 
mands, many  steps  must  be  taken.  At  any  point  along  the 
way,  control  by  special  interests  can  be  exerted.  The  people 
of  the  United  States  are  slow  to  accept  the  implications  of 
these  repeated  experiences.  We  still  live  in  the  conviction 
that  we  enjoy  government  by  the  people,  and  therefore  we 
are  slow  to  study  the  sources  of  political  power  and  to 
challenge  it  at  its  source. 

Here,  as  in  all  periods  of  history  and  under  all  types 
of  government,  the  sources  of  political  power  have  rested 
in  ownership  of  the  land  and  natural  resources,  and  in 
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control  of  the  economic  system.  The  monarch's  power  came 
from  this  ownership.  The  achievement  of  political  power 
by  one  class  after  another  has  been  derived  from  shifts  in 
the  basic  relationships  involved  in  economic  ownership — 
as,  for  instance,  the  barons'  relationship  to  land.  Ulti- 
mately the  victory  of  merchants  and  manufacturers  over 
land  owners  became  possible  with  the  industrial  revolution 
and  the  development  of  the  capitalist  system  which  accom- 
panied it. 

Modern  capitalism  is  no  exception  to  the  rule  that  polit- 
ical power  is  derived  from  economic  power.  Universal 
suffrage  followed  upon  the  right  of  ownership  which  was 
acquired  by  organizers  of  industrial  enterprises.  In  the 
United  States,  the  presence  of  free  labor  with  energy  for 
migration  and  for  pioneering  brought  about  the  social 
measure  embodied  in  the  Homestead  Act.  With  the 
growth  of  "money  power,"  however,  the  elements  of  a 
possible  economic  democracy,  the  essence  of  which  is  an 
equitable  distribution  of  wealth  and  the  resulting  control, 
gave  place  to  increasing  concentration  of  wealth  and  con- 
trol. 

Political  democracy  is  in  grave  danger  in  America 
today.  The  people  still  have  the  vote,  and  their  legisla- 
tures continue  to  pass  laws.  But  if  they  retain  their  illusions 
about  government,  they  will  permit  those  whom  they  elect 
to  serve  them  in  words  only,  while  fulfilling  the  programs 
of  the  possessors  of  economic  power. 

Thus  in  retrospect  it  can  be  seen  that  the  government  of 
the  United  States  was  formed  when  the  industrial  revolu- 
tion was  bringing  the  form  of  capitalism  out  of  the  wreck 
of  feudalism.  The  monarchy  of  England  was  little  adapted 
to  the  needs  of  the  new  economic  system.  In  America  the 
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experience  of  the  colonies  had  revealed  this  maladjust- 
ment. The  government  which  they  formed  was  built  upon 
the  lessons  of  unhappy  experience  of  the  effect  of  an  in- 
efficient, tyrannical  government  upon  economic  develop- 
ment, and  there  was  an  attempt  to  curb  the  power  of 
government  by  checks  and  balances.  At  the  same  time, 
those  eleven  years  had  made  the  property  holders  so  fear- 
ful of  what  agrarian  legislatures  in  the  states  might  do  to 
manufacturing  and  mercantile  interests  that  democracy 
itself  had  then  to  be  curbed  in  the  interest  of  possession. 
The  curbs  upon  democracy  have  become  more  numerous 
as  possessive  interests  have  grown  more  powerful.  For  this 
reason,  it  may  justly  be  said  that  in  the  United  States 
today  democratic  government  is  in  jeopardy. 


III.    BIG    BUSINESS   PLANS 
AMERICA 


BUSINESS  MEN  By  Chyen  Tzu-ang  [A.D.  656-698] 

Business  men  boast  of  their  skill  and  cunning 
But  in  philosophy  they  are  like  little  children. 
Bragging  to  each  other  of  successful  depredations 
They  neglect  to  consider  the  ultimate  fate  of  the  body. 
What  should  they  know  of  the  Master  of  Dark  Truth 
Who  saw  the  wide  world  in  a  jade  cup, 
By  illumined  conception  got  clear  of  Heaven  and  Earth: 
On  the  chariot  of  Mutation  entered  the  Gate  of  Immutability? 
(From  A  Hundred  and  Seventy  Chinese  Poems,  translated  by 
Arthur  Waley.) 

EMPIRE  BUILDERS  AND  IMMIGRANTS 

Travelers  on  the  Great  Northern  Railway  find  in  each 
Pullman  a  photograph  and  biographical  sketch  of  an  "Em- 
pire Builder."  This  is  the  title  given  to  James  J.  Hill, 
first  president  of  the  road  and  organizer  of  the  system  and 
its  ramifications,  and  to  others  associated  with  him.  The 
title  might  almost  be  regarded  as  a  generic  term  applied 
to  the  men  who  developed  the  structure  of  American  busi- 
ness and  put  it  into  operation.  The  atmosphere  of  romance 
surrounds  them.  They  spanned  a  continent  with  railroads. 
With  ore  from  the  iron  mines  they  made  steel  with  which 
to  build  the  machines  to  make  machines  -y  and  with  the 
machines  they  produced  rails  for  the  trains,  girders  for 
bridges  to  span  the  rivers,  and  all  the  implements  neces- 
sary to  build  tunnels  through  mountains.  Mines  were 
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opened  up,  blast  furnaces,  foundries  and  mills  for  fabri- 
cating steel  constructed,  and  the  necessary  transportation 
provided  for  the  beginnings  of  the  material  base  and  the 
functioning  of  a  productive  system  destined  to  achieve  a 
rate  of  technical  progress  unprecedented  in  the  world's  his- 
tory. To  make  this  possible,  a  business  organization  had 
to  be  developed  which  assembled  natural  resources,  labor 
force,  technicians  and  scientists,  together  with  the  capital 
necessary  for  carrying  out  a  long-time  program. 

The  business  men  who  developed  this  organization  and 
put  it  into  operation  did  not  merely  build  a  railroad.  They 
planned  an  "Empire" — an  "Empire  of  Business."  Their 
imaginations  leaped  to  the  task.  They  dreamed  of  what 
could  be  gained  from  America's  riches,  and  surmounted 
all  the  obstacles  on  the  way  toward  their  goal.  By  1928 
they  had  achieved  a  high  degree  of  concentration  of  the 
income-yielding  wealth  of  this  country,  and  a  still  greater 
concentration  of  controlling  power  in  the  monopolistic 
corporations  and  the  interlocking  of  their  directorates  with 
the  banks. 

But  was  it  the  Empire  Builders  who  surmounted  all  ob- 
stacles, solved  all  technical  problems  and  built  the  rail- 
roads? Theirs,  to  be  sure,  was  the  task  of  so  organizing 
business  that  it  could  function  for  the  fulfilment  of  its 
purpose.  This  required  security  for  the  enterprise,  com- 
bined with  capacity  for  expansion  with  a  view  to  getting 
progressively  larger  returns  for  the  possessors — the  inves- 
tors. The  Empire  Builders  won  to  their  service  technicians, 
engineers  and  scientists.  They  established  research  depart- 
ments and  financed  universities  for  the  training  of  experts 
to  solve  the  technical  problems  of  production. 

From  every  corner  of  the  world  came  workers  for  the 
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labor  forces  necessary  for  transmuting  nature's  gifts  into 
the  instruments  of  production  of  goods  for  sale.  The  early 
colonists  had  laid  claim  to  the  perpetual  labor  of  prisoners 
released  from  jail  on  condition  that  they  would  migrate 
to  America.  They  had  also  profited  by  the  services  of  men 
shanghaied  on  the  streets  of  London  because  they  were 
destitute  or  merely  unfortunate.  The  South  had  "mined" 
its  wealth  from  the  soil  by  the  labor  of  slaves  whose 
owners,  existing  thus  wastefully  on  the  land,  had  disre- 
garded all  other  sources  of  productivity. 

Neither  slaves  nor  indentured  labor  could  have  built  the 
structure  of  modern  industry.  The  business  men  of  Amer- 
ica felt  the  pull  and  force  of  expanding  technical  industry 
for  which  workers  were  needed,  ready  to  brave  hardships 
and  with  the  courage  and  independence  of  the  pioneer. 
The  lure  of  expanding  industry  brought  free  labor  to  the 
New  World,  essentially  on  the  same  quest  as  that  which 
leads  primitive  tribes  to  migrate  in  search  of  food.  The 
workers  came  in  greater  numbers  than  the  methods  of  the 
slave  trade  could  have  yielded,  or  the  natural  growth  of 
population  would  have  provided. 

Business  was  successful  in  achieving  technical  progress 
in  America,  because  it  was  able  to  draw  upon  the  almost 
unlimited  supply  of  free  labor  brought  by  the  migrations 
of  people  who  were  stimulated  by  the  promise  of  expand- 
ing economic  opportunity.  During  the  period  of  our  accele- 
rated growth,  this  promise  was  actually  realized  for  a  fair 
proportion,  and  the  success  of  these  lured  many  more. 

The  desire  of  the  new  nation  for  political  freedom  as 
well  as  for  democratic  equality  of  opportunity  was  known 
in  European  countries  and  provided  an  added  attraction 
for  workers  weary  of  the  tyranny  and  the  oppression  of 
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monarchies  and  unable  to  find  either  freedom  or  oppor- 
tunity to  earn  a  living.  The  living  conditions  in  the  United 
States  seemed  to  be  far  more  promising  than  in  the  Old 
World,  and  the  traditions  of  freedom  were  not  wholly 
unrealized  for  a  portion  of  the  middle  class.  The  history 
of  America  reveals  in  sharp  outlines  the  constant  frustra- 
tion of  the  people's  freedom  by  the  growing  concentration 
of  economic  power  j  nevertheless  politically  and  socially, 
the  gains  for  the  middle  class,  at  least,  were  real  enough 
to  win  for  the  United  States  from  Lenin  in  1911  the  state- 
ment that  "indeed  that  country  is  in  many  respects  the 
model  and  ideal  of  our  bourgeois  civilization."  (Capitalism 
and  Agriculture  in  the  United  States  of  America,  p.  i.) 

The  utilization  of  the  labor  force  and  the  inventive 
capacity  of  technicians  and  scientists  was  never  complete, 
however.  The  lure  of  finance  interrupted  from  time  to 
time  the  creative  work  of  technical  progress.  Once  again 
it  is  possible  to  use  the  material  brought  together  in  Busi- 
ness Annals  y  so  often  quoted  in  Chapter  I.  This  is  not  a 
history  of  railroads.  Nevertheless  railroading  appears  fre- 
quently as  a  factor  in  prosperity  and  in  panic.  Here  are 
some  of  the  items,  merely  by  way  of  illustration : 

Railroad  construction  and  a  foreign  trade  boom,  1835.  .  .  . 
Stock  market  depressed,  but  revives  with  active  railroad  specu- 
lation, 1845.  .  .  .  Very  active  railroad  construction,  1849 
and  1850.  .  .  .  Revival  of  stock  market,  especially  railroad 
securities,  1850.  .  .  .  Railroad  stock  prices  reach  peak,  de- 
cline sharply  and  then  partially  recover,  1851.  .  .  .  Iron  and 
steel  industry  severely  depressed;  very  active  railroad  construc- 
tion; panics  and  distress  in  interior  cities;  decline  in  railroad 
stock  prices,  1853. 
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So  the  fluctuations  are  recorded  year  after  year  until 
1869,  when  the  transcontinental  railroad  was  opened  for 
business  and  the  Annals  record  that  the  "period  of  heavy 
railroad  building  begins."  The  year  following  the  "Black 
Friday"  panic  has  been  described  in  Chapter  I,  where  also 
the  panic  of  1873  anc^  tne  relation  of  railroad  speculation 
in  causing  the  collapse  are  mentioned.  Regulation  of  rail- 
roads became  the  subject  of  state  regulation  in  the  depres- 
sion of  that  period.  The  railroad  companies  began  a  strug- 
gle against  each  other,  and  strikes  of  railroad  workers  in- 
dicated that  the  basic  conflict  between  labor  and  capital 
was  emerging.  Before  the  depression  was  over,  active  sales 
were  recorded  of  railroad  lands  and  public  lands — evidence 
that  property  changes  hands  actively  in  a  period  of  de- 
pression. 

The  "peak"  of  railroad  building  was  reached  in  1882, 
and  in  the  same  year  immigration  is  recorded  as  reaching 
a  maximum.  At  the  same  time  came  depression  in  the  iron 
and  steel  industries,  and  an  iron  workers'  strike  j  followed 
shortly  by  falling  off  in  railroad  construction  and  decline 
in  railroad  stocks.  Thereafter  certain  significant  items 
appear  in  the  Annals;  these  may  be  arranged  chronologi- 
cally as  important  events  in  the  growth  of  American  busi- 
ness. 

1887:  Tremendous  railroad  construction  j  western  real 
estate  boom;  Interstate  Commerce  Law  goes  into  effect, 
April. 

1888:  Formation  of  trusts  j  reduction  in  construction. 

1889:  Trunk  lines  form  "gentlemen's  agreement." 

1890:  Sherman  Anti-Trust  Act  passed,  July. 

1893:  Business  failures  and  railway  receiverships. 
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1894:  Railroad  strike,  June  5  declining  railroad  stock 
prices;  rising  industrials. 

Prosperity  was  achieved  in  1901.  There  was  an  actual 
shortage  of  transportation,  following  record  production, 
while  at  the  same  time  there  was  a  stock  exchange  panic. 
In  the  same  year  the  United  States  Steel  Corporation  was 
formed  with  a  capital  of  more  than  a  billion  dollars.  Its 
formation  epitomized  the  growth  of  corporations  into 
combinations  in  the  form  of  trusts.  The  relation  of  the 
United  States  Steel  Corporation  to  Wall  Street  and  to  new 
developments  in  the  financing  of  industrial  corporations 
was  a  sign  of  the  coming  of  the  new  stage  in  the  capitalist 
system  in  the  United  States.  Because  of  the  strategic  im- 
portance of  steel,  reaching  back  into  raw  materials  and 
forward  into  all  the  industries  of  a  machine  age,  the 
United  States  Steel  Corporation  became,  as  it  were,  the 
embodiment  of  the  banking  interests  which  were  financing 
all  this  network  of  developments.  As  the  symbol  of  pos- 
sessive forces,  it  defied  successfully  all  challenges  from 
trade  unions  and  escaped  even  the  intended  results  of  reg- 
ulation imposed  by  popular  resentment  upon  monopoly. 
When  later  the  Corporation  came  under  the  scrutiny  of 
the  Supreme  Court  for  possible  violation  of  the  Sherman 
Anti-Trust  Act,  the  decision  was  in  its  favor. 

The  people  reacted  by  supporting  Theodore  Roosevelt 
in  his  attacks  upon  monopolies.  The  date  of  the  famous 
Northern  Securities  decision  was  1904  when  the  Supreme 
Court,  by  a  decision  of  five  to  four,  declared  illegal  the 
huge  consolidation  of  the  Northern  Pacific,  the  Great 
Northern,  and  the  Chicago,  Burlington  and  Quincy  rail- 
roads under  the  Northern  Securities  Company,  which  was 
chartered  in  New  Jersey.  Prosperity,  not  collapse,  followed 
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the  decision,  for  America  was  still  in  process  of  construc- 
tion, immigration  was  increasing,  and  the  railroads  were 
insufficient  to  carry  the  freight. 

The  time  was  at  hand,  however,  when  railroad  construc- 
tion was  no  longer  to  be  the  basic  activity  of  the  American 
industrial  system,  and  when  the  profits  from  railroad  stock 
were  to  be  curbed,  partly  by  diminishing  returns  as  con- 
struction was  completed,  and  partly  by  the  reaction  of 
public  opinion  and  the  failure  of  the  railroad  systems  to 
achieve  efficiency  in  management.  This  failure  will  be 
recorded  in  a  later  chapter,  in  connection  with  the  discus- 
sion of  scientific  management.  Here  it  can  only  be  pointed 
out  that  when  the  United  States  entered  the  World  War 
the  railroads  were  unequal  to  the  task  of  moving  the 
freight.  Government  assumed  control  and  operated  them 
during  the  war  period,  returning  them  to  private  control 
in  1920.  The  annals  for  1922  record  "railroad  stocks  and 
bonds  reaching  peak,  June,  and  declining." 

It  is  a  common  complaint  by  representatives  of  railroad 
companies  and  by  publicists,  that  the  government  returned 
the  roads  in  a  ruined  condition  and  that  control  during  the 
war  had  demonstrated  the  old  contention  that  government 
ownership  and  operation  are  inefficient  and  undesirable. 
Obviously  at  no  time,  however,  did  the  nation  take  over 
the  ownership  of  the  roads.  Moreover,  the  volume  of 
freight  and  of  passenger  transportation  naturally  was  ex- 
traordinarily large.  This  is  not  the  place  to  attempt  an 
appraisal  of  the  governmental  regulation  of  the  privately 
owned  railroad  system  during  the  war  period,  but  rather 
to  indicate  the  divergence  between  the  ups  and  downs  in 
the  financial  success  of  the  railroads  and  the  steady  prog- 
ress in  technical  knowledge  which  should  have  been  regis- 
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tered  in  an  uninterrupted  planning  and  construction  of  the 
transportation  system. 

The  story  of  the  railroads  as  they  appear  and  disappear 
in  the  annals  of  the  rise  and  fall  of  business  in  the  United 
States  involves  the  same  ups  and  downs  as  have  character- 
ized business  in  general.  It  should  be  noted  that  technical 
advances  or  the  work  of  construction,  if  guided  by  prin- 
ciples of  expanding  an  industry  according  to  the  need  for 
its  goods  and  services,  would  not  inherently  involve  re- 
current decreases  in  activity.  These  interruptions  occurred 
not  for  technical  reasons  but  because  of  something  which 
happens  to  the  selling  price  of  goods,  and  that  something 
seems  to  center  in  activities  such  as  booms,  speculations, 
war  orders,  and  concurrent  developments  in  other  indus- 
tries. Progress  is  not  even,  nor  can  it  be  called  regularly 
cyclical;  it  is  fitful  and  apparently  unpredictable. 

Closely  intertwined  with  the  development  of  the  rail- 
roads are  the  growth  of  American  industry  and  its  organi- 
zation in  trusts.  The  transportation  system  was  not  planned 
with  a  view  to  the  best  development  of  the  industries  of 
the  United  States.  Railroads  competed  against  one  another, 
each  seeking  the  area  of  largest  profits,  and  then  used  their 
influence  through  freight  rates  to  develop  one  industry  as 
against  another  and  one  locality  to  the  disadvantage  of 
a  nearby  town.  The  law  of  competition  was  in  full  swing, 
with  one  man's  gain  constituting  another  man's  loss. 
Newly  opened  land  intended  for  the  people's  use  became 
an  object  of  speculation.  In  the  "free"  play  of  competition, 
the  'power  to  control  competition  became  the  goal,  and 
combinations  in  the  form  of  trusts  and  "in  restraint  of 
trade"  gradually  began  to  exert  a  predominating  influence 
over  all  industries. 
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The  trusts  were  challenged  politically.  Business  men 
who  were  not  included  in  the  combinations  were  centers 
of  disaffection  5  and  political  campaigns,  particularly  in  the 
early  years  of  the  twentieth  century,  began  to  center  in 
declarations  against  monopoly,  supported  by  an  outpour- 
ing of  "trust-busting"  and  "muck-raking"  journalism  re- 
vealing corruption  in  high  places  in  industry,  finance  and 
government. 

Already  in  1890  the  protests  had  become  sufficiently 
strong  to  result  in  the  enactment  of  the  Sherman  Anti- 
Trust  Law.  This  was  strengthened  by  the  Clayton  Act  in 
1914.  In  that  year  the  Federal  Trade  Commission  was 
established  to  give  more  effective  administration  of  laws 
against  monopoly.  Dissolutions  of  the  Standard  Oil  Com- 
pany and  the  American  Tobacco  Company  had  been 
ordered  in  1911. 

Meanwhile  from  time  to  time  the  inadequacy  of  the 
financial  system  to  respond  to  needs  in  expansion  and  con- 
traction of  credit  had  been  experienced  by  business,  but  it 
was  not  until  the  establishment  of  the  Federal  Reserve 
System  in  1913  that  anything  like  a  national  governmental 
relation  to  banking  was  finally  established.  The  early 
efforts  to  establish  a  federal  bank  had  repeatedly  been 
checked  by  political  movements  arising  particularly  in  the 
western  states.  As  long  ago  as  1830,  President  Jackson's 
message  of  hostility  to  the  United  States  Bank  was  sent 
to  Congress,  and  two  years  later  he  vetoed  the  renewal  of 
the  federal  charter. 

But  despite  all  popular  efforts  to  prevent  strong  cen- 
tralized control  by  big  business  and  the  banks,  increasing 
centralization  was  an  inevitable  development.  In  1933  a 
study  of  corporations  showed  that  somewhat  over  200 
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virtually  controlled  the  business  of  the  country.  (Berle 
and  Means,  The  Modern  Corporation  and  Private  Prop- 
erty.) The  growth  of  the  corporation  was  in  a  sense  the 
emergence  of  impersonal  power  in  contrast  with  that  indi- 
vidual leadership  which  is  supposedly  associated  with 
American  democracy.  The  corporation,  as  a  legal  device, 
substitutes  permanent  organization  for  individual  action. 
The  membership  of  the  corporation,  its  officers,  and  the 
managers  of  business  may  change.  But  the  legal  entity 
survives  all  change  until  the  law  brings  it  about.  Thus  the 
business  of  America  increasingly  came  under  the  control 
of  impersonal  power,  exerted  by  individuals,  to  be  sure, 
but  naturally  by  selected  individuals  who  could  most 
effectively  control  and  operate  the  moving  forces  inherent 
in  the  financial  system. 

Size  is  not  necessarily  co-ordinate  with  efficiency.  The 
tendency  of  big  business  is  to  seek  its  ends  by  power  rather 
than  by  good  management  or  technical  progress.  Of  course 
big  business  will  pay  for  technical  progress  promising  to 
yield  larger  profits.  But  industry  has  also  been  known  re- 
peatedly to  spend  money  on  dividends  rather  than  on 
new  and  improved  machinery.  Experts  have  described  the 
difficulties  of  the  textile  industry  of  New  England  in 
holding  its  own  against  the  new  mills  of  the  South  as  a 
result,  in  part  at  least,  of  the  drawing  out  of  money  in 
dividends  by  absentee  owners  to  the  neglect  alike  of  the 
workers,  the  machinery,  and  the  management  of  produc- 
tion. 

The  tariff  to  protect  American  industry  is  a  phase  of  the 
effort  to  find  a  way  out  through  political  influence  rather 
than  by  meeting  the  issue  through  good  management  of 
industry.  The  tariff  may  indeed  be  regarded  as  protecting 
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lesser  efficiency  in  American  industry.  This  analysis  is 
borne  out  by  the  indifference  to  the  tariff  on  the  part  of  the 
newly  developed  automobile  industry,  which  has  made  its 
profits  on  the  basis  of  technical  progress,  combined,  of 
course,  with  far-flung  and  powerful  business  connections. 
The  controlling  influences  in  this  industry  have  been 
sufficiently  imbued  with  the  importance  of  technical  prog- 
ress to  offer  a  contrast  to  the  less  efficient  management  of 
older  industries. 

During  these  years,  through  the  close  of  the  World 
War,  no  influential  group  of  business  men  ever  tried  to 
offer  a  plan  for  the  country  as  a  whole.  Planning  as  a 
function  of  a  business  enterprise  played  an  important  part 
in  the  development  of  big  interests  like  the  Standard  Oil 
Company  or  the  United  States  Steel  Corporation.  But  the 
plans  stopped  within  the  boundaries  of  ownership  or 
within  the  area  of  agreement  between  big  owners  in  differ- 
ent enterprises.  Business  leaders  would  say  that  the  anti- 
trust law  had  prevented  such  planning.  And  as  time  went 
on,  the  wish  to  be  freed  of  that  law  became  more  and  more 
publicly  articulate  on  the  part  of  American  business. 

On  the  whole,  however,  the  behavior  of  business  was 
exactly  as  one  would  expect,  in  view  of  the  fact  that  its 
success  is  measurable  by  its  profits  and  that  therefore 
capital  will  necessarily  seek  investment  which  offers  the 
twofold  promise  of  security  and  adequacy  of  return.  Such 
a  development  of  industry  does  not  necessarily  result  in  a 
balanced  economy*  for  the  nation.  The  measure  of  a  bal- 
anced economy  for  the  nation  as  a  whole  would  be  found 
in  the  standards  of  living  of  the  people,  and  the  ultimate 
test  of  balance  is  whether  it  is  possible  to  maintain  the 
standard  of  living  made  possible  by  productive  industry. 
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BIG  BUSINESS  TURNS  TO  ECONOMIC  PLANNING 

The  lack  of  balance  began  to  show  itself  in  a  critical 
way  following  the  World  War.  During  the  decade  of  the 
J2Os  increasing  attention  focused  upon  the  need  of  balanc- 
ing production  by  consumption.  A  leader  of  a  large  indus- 
try expressed  it  in  private  conference  as  the  need  of  large 
industries  to  produce  not  only  goods  but  consumers.  Mass 
distribution  to  match  mass  production  was  advocated  by 
such  business  leaders  as  Edward  A.  Filene,  who  insisted 
that  quantity  production,  if  accompanied  by  a  policy  of 
distribution  based  on  the  ever  lower  prices  made  possible 
by  mechanization  and  organization,  could  achieve  the  bal- 
ance between  production  and  consumption.  The  idea  of  bal- 
ance was,  also,  put  forward  in  a  study,  Recent  Economic 
Changes,  issued  in  1929  by  a  committee  appointed  by 
Herbert  Hoover  while  Secretary  of  Commerce. 

Finally  in  1931  the  Swope  Plan  was  formulated  by  the 
president  of  the  General  Electric  Company,  Gerard 
Swope,  who,  while  speaking  as  an  individual,  obviously 
voiced  the  views  of  business  leadership  regarding  the 
need  for  economic  planning  by  American  business.  The 
Swope  Plan  was  made  public  in  an  address  delivered  be- 
fore the  National  Electrical  Manufacturers'  Association  at 
the  Hotel  Commodore,  New  York,  September  16,  1931. 
It  appeared  at  the  same  time  in  European  papers  and 
attracted  wide  attention  throughout  the  world  as  the  plan 
by  which  American  business  would  meet  the  industrial  de- 
pression which  was  then  beginning  to  be  seen  as  no  ordi- 
nary recession  but  as  an  economic  crisis.  It  will  be  recalled 
that  this  was  during  the  term  of  office  of  President 
Hoover. 
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The  plan  may  be  described  by  quoting  from  Mr. 
Swope's  address.  Briefly,  it  placed  on  organized  industry 
the  obligation  of  co-ordinating  production  and  consump- 
tion, and  of  a  higher  degree  of  stabilization.  The  recom- 
mended form  of  organization  was  in  two  parts.  "Co-ordi- 
nation of  production,"  which  was  declared  to  be  impossible 
under  the  Sherman  Anti-Trust  Act  and  the  Clayton  Act 
and  in  general  the  regulations  administered  by  the  Fed- 
eral Trade  Commission,  was  to  be  in  the  hands  of  trade 
associations  supervised  by  some  agency  of  the  federal  gov- 
ernment. For  the  protection  of  employes,  who  "must  be 
sufficiently  assured  of  the  future  to  feel  that  they  are  safe 
in  spending  their  money,"  a  plan  of  social  insurance  was 
to  be  administered  by  a  General  Board  of  administration 
representing  the  trade  association,  the  employes  of  the 
member  companies,  and  the  public,  through  appointment 
by  the  federal  supervisory  body.  Thus  the  central  control 
in  both  branches  of  the  plan  would  rest  with  the  trade  asso- 
ciation. All  members  of  the  General  Board  for  administra- 
tion of  social  insurance  would  serve  without  compensation, 
except  employe  representatives,  who  "shall  be  paid  their 
regular  rates  of  pay  for  time  devoted  to  Board  work,  and 
all  members  shall  be  paid  traveling  expenses,  all  of  which 
shall  be  borne  by  the  trade  association." 

The  approach  to  this  plan  was  by  way  of  an  analysis  of 
the  need  to  co-ordinate  production  and  consumption. 

Industry  exists  basically  for  serving  the  needs  of  the  people, 
and  therefore  production  and  consumption  must  be  co-ordi- 
nated. Consumption  is  by  the  mass  of  the  population,  not  the 
few,  and  the  great  mass  of  the  population  is  made  up  of  wage 
earners  and  their  dependents.  That  they  may  be  able  to  buy 
and  satisfy  their  needs,  they  must  have  not  only  adequate  in- 
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comes,  but  must  be  sufficiently  assured  of  the  future  to  feel 
that  they  are  safe  in  spending  their  money.  The  psychology 
of  fear  must  be  removed,  and  this  cannot  be  done  unless  they 
have  reasonable  expectation  of  protection  for  their  families  in 
case  of  the  breadwinner's  death,  protection  for  their  old  age, 
and  protection  against  unemployment.  By  "protection"  I  do 
not  mean  a  protection  that  is  given  to  them,  but  I  mean  pro- 
tection that  they  themselves  help  to  provide. 

This  social  insurance  would  be  provided  not  through 
government,  but  by  industry,  which  would  undertake  first 

to  stabilize  industry  and  thereby  stabilize  employment  .  .  . 
and  when  this  is  impracticable,  Unemployment  Insurance 
should  be  provided. 

Organized  industry  should  take  the  lead,  recognizing  its 
responsibility  to  its  employees,  to  the  public,  and  to  its  stock- 
holders— rather  than  that  democratic  society  should  act 
through  its  government.  If  the  various  States  act,  industry  will 
be  confronted  with  different  solutions,  lacking  uniformity  and 
imposing  varying  burdens,  making  competition  on  a  national 
scale  difficult.  If  either  the  individual  States  or  the  Federal 
Government  act,  the  power  of  taxation  has  no  economic 
restraints. 

Industry  was  to  be  organized  for  this  purpose  by  the 
permission  that 

all  industrial  and  commercial  companies  (including  subsidiaries) 
with  50  or  more  employees,  and  doing  an  interstate  business, 
may  form  a  trade  association.  .  .  .  These  trade  associations 
may  outline  trade  practices,  business  ethics,  methods  of  standard 
accounting  and  cost  practice,  standard  forms  of  balance  sheet 
and  earnings  statement,  etc.,  and  may  collect  and  distribute 
information  on  volume  of  business  transacted,  inventories  of 
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merchandise  on  hand,  simplification  and  standardization  of 
products,  stabilization  of  prices,  and  all  matters  which  may 
arise  from  time  to  time  related  to  the  growth  and  development 
of  industry  and  commerce  in  order  to  promote  stabilization  of 
employment  and  give  the  best  service  to  the  public. 

Such  organization  might  be  put  into  effect  at  once  by 
voluntary  action  of  companies  of  this  character,  but  they 
"shall  be  required  to  do  so  within  three  years  unless  the 
time  is  extended  by  the  federal  supervisory  body."  Thus 
thousands  of  these  trade  associations  would  be  freed  from 
the  laws  prohibiting  combinations  which  are  considered  to 
be  "in  restraint  of  trade"  and  to  tend  toward  monopoly. 
Their  obligations  to  the  federal  supervising  agency  would 
consist  in  filing  standardized  forms  or  reports  at  least  once 
each  quarter,  and  at  least  once  a  year  "a  complete  balance 
sheet  and  earnings  statement  in  the  prescribed  form" 
would  be  sent  to  stockholders  and  to  the  supervisory  body. 

The  general  principle  of  tripartite  control  by  manage- 
ment, employes  and  the  federal  government  was  not  em- 
bodied in  the  plan  of  administration.  The  declaration  of 
principle  was  clear. 

Production  and  consumption  should  be  co-ordinated  on  a 
broader  and  more  intelligent  basis.  .  .  .  This  should  be  done 
preferably  by  the  joint  participation  and  joint  administration  of 
management  and  employees.  These  things  cannot  be  done  by 
an  individual  unit — organized  industry  must  do  them. 

It  would  be  necessary  "to  see  that  the  public  is  assured 
that  its  interests  will  be  protected,  and  this  can  be  done 
most  effectively  by  working  through  the  agency  of  the 
Federal  Government." 
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This  threefold  representation  was  to  be  achieved 
through  the  formation  of  a  general  Board  of  Administra- 
tion in  each  industry,  by  each  trade  association.  Of  the  nine 
members  of  each  board,  three  would  be  elected  or  ap- 
pointed by  the  trade  association,  three  "by  the  employees 
of  the  member  companies,"  and  three  by  the  federal  super- 
visory board.  The  scope  of  powers  and  duties  of  each  of 
these  representative  boards  would  be  limited  to  interpre- 
tation and  supervision  of  the  social  insurance  program, 
including  "life  and  disability  insurance,  pension  and  un- 
employment insurance  plans."  No  provision  was  made  for 
representation  of  employes  in  relation  to  the  trade  asso- 
ciations' activities  in  formulating  trade  practices  and  col- 
lecting and  distributing  information  having  to  do  with 
co-ordination  of  production  and  consumption. 

Thus  the  plan  would  be  broadly  described  as  self-gov- 
ernment by  business  with  the  sanction  of  the  federal 
government  and  full  authorization  to  arrange  for  its  own 
business  practices.  By  no  means  the  least  of  the  advantages 
of  the  acceptance  of  such  a  plan  by  government  and  by 
industry  would  be  to  avert  all  danger  of  establishment  of 
social  insurance  by  government,  whereby  "the  power  of 
taxation  has  no  economic  restraints."  For  life  and  disability 
insurance,  old  age  pensions  and  unemployment  insurance, 
each  company  would  establish  its  fund,  of  which  half 
would  be  paid  by  the  employe  and  half  by  the  company, 
except  that  if  an  employe  should  take  his  insurance  at 
the  age  of  35  or  over  he  would  be  expected  to  pay  the 
excess  premium. 

For  unemployment  insurance  the  requirement  that  the 
company  pay  50  per  cent  was  modified  by  permission  to 
cease  assessments  "if  a  company  regularizes  and  guaran- 
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tees  employment  for  at  least  50  per  cent  of  the  normal 
wage  paid  each  year  to  such  employees."  But  the  em- 
ploye's contribution  would  continue,  with  a  maximum  of 
$50  per  year.  Moreover, 

if  a  company  so  plans  its  work  that  it  is  able  to  reduce  unem- 
ployment, when  the  amount  of  such  company's  credit  in  the 
normal  unemployment  fund  is  equal  to  but  not  less  than  5 
per  cent  of  the  normal  annual  earnings  of  the  employees  cov- 
ered, the  company  may  cease  making  payment  to  the  fund. 

But  "employees'  payments  will  continue." 

On  both  sides  of  the  ocean  the  plan  received  widespread 
favorable  comment.  It  was  made  public  less  than  a  week 
before  Great  Britain  abandoned  the  gold  standard.  The 
chairman  of  the  Board  of  the  General  Electric  Company, 
Owen  D.  Young,  who  had  participated  in  the  Dawes  Plan 
for  reparations  and  in  1929  had  served  as  chairman  of 
the  committee  of  experts  for  readjusting  the  Dawes  Plan, 
advocated  Mr.  Swope's  proposals  before  the  National 
Electrical  Manufacturers'  Association,  before  which  Mr. 
Swope  had  on  that  same  day  presented  them.  Mr.  Young 
welcomed  the  idea  as  a  device  to  stabilize  industry  and 
employment,  and  declared  that  if  other  industries  adopted 
it  "we  should  have  organized  units  of  the  several  branches 
of  industry  out  of  which  we  could  build  a  national  indus- 
trial council."  (New  York  Times,  September  17,  1931.) 

Significantly  he  saw  in  it  the  possibility  of  avoiding  con- 
trol of  business  by  government. 

When  we  read  [he  is  quoted  as  saying]  that  the  pound 
sterling  is  in  danger,  and  that  there  is  some  question  as  to  the 
credit  of  the  Bank  of  England  and  see  in  this  morning's  papers 
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that  there  has  been  an  uprising  in  His  Majesty's  ships,1  then 
it  is  time  to  stop  and  think  whether  we  would  trust  the  unre- 
strained hand  of  politics  in  the  dispensing  of  economic  benefits. 

Nevertheless  it  was  impossible  for  48  states  to  exert 
separate  control,  and  therefore  if  control  was  to  be  sought 
it  must  be  in  the  hands  of  the  federal  government — that 
is,  in  the  same  area  covered  by  industry.  As  a  member  of 
the  Democratic  Party,  Mr.  Young  said:  "If  that  be  Demo- 
cratic treason,  make  the  most  of  it." 

The  president  of  the  United  States  Chamber  of  Com- 
merce not  only  pronounced  the  plan  to  be  "excellent,"  but 
declared  it  to  be  "entirely  along  the  lines  of  one  which  the 
United  States  Chamber  of  Commerce  has  been  working 
on."  Shortly  thereafter,  on  October  2,  the  plan  of  the 
Chamber's  Committee  on  Continuity  of  Business  and 
Employment  was  announced  and  subsequently  accepted  by 
referendum  vote.  It  was  a  national  program  of  distribu- 
tion and  production  to  be  initiated  by  business  itself. 

The  United  States  Chamber  of  Commerce  would  invite 
to  serve  on  the  Appointing  Board  representatives  of  the 
United  States  Department  of  Commerce,  and  of  labor, 
agriculture,  manufacturing,  banking,  railroads,  public  utili- 

1  The  news  had  been  conveyed  in  an  announcement  by  the  British 
Admiralty  on  September  15  in  a  bulletin  declaring  "that  the  pro- 
mulgation of  reduced  rates  of  navy  pay  has  led  to  unrest  among  a 
proportion  of  the  lower  ratings."  Therefore  the  senior  officer  of 
the  Atlantic  Fleet  had  "deemed  it  desirable  to  suspend  the  program 
of  exercises  of  the  fleet  and  to  recall  the  ships  to  harbor."  The 
headlines  in  the  New  York  Times  of  September  16,  1931  read: 
"Disorders  in  British  Navy  Follow  Economy  Pay  Act;  Manoeuvers 
Are  Cancelled.  Unrest  in  Army  Feared.  500  Seamen,  After  Meeting 
Ashore,  Sing  and  Dance  on  Warships." 
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ties,  distributive  trades,  the  law,  engineering,  and  profes- 
sional economists,  and  the  Appointing  Board  would  ap- 
point a  National  Economic  Council  of  three  or  at  the  most 
five  members.  The  Council  would  co-operate  with  trade 
associations  and  in  co-operation  with  them  work  out  prob- 
lems having  to  do  with  foreign  trade,  foreign  debts,  level 
of  wages,  productive  facilities  in  relation  to  needs,  and  the 
special  questions  connected  with  agriculture,  transporta- 
tion, credit  and  finance  and  speculation.  Nothing  was  said 
about  social  insurance,  and  labor's  only  representation 
would  be  through  a  member  invited  by  the  Chamber  of 
Commerce  to  serve  on  the  Appointing  Board.  The  anti- 
trust laws  were  not  to  be  repealed,  but  amended  to  per- 
mit business  concerns  to  enter  into  contracts  to  equalize 
production  and  consumption,  filing  them  with  a  govern- 
mental authority  and  permitting  them  to  become  effective 
unless  the  governmental  agency  should  find  that  they  were 
not  in  the  public  interest.  (Haan,  American  Planning  in 
the  Words  of  Its  Promoters y  pp.  7-9.) 

Thus  Mr.  Swope's  plan  assumed  an  importance  extend- 
ing not  only  through  the  electrical  industry,  for  which  he 
could  officially  speak,  but  evidently  enlisting  the  entire 
business  of  America  which  is  represented  in  the  United 
States  Chamber  of  Commerce. 

On  October  29  the  American  Institute  of  Steel  Con- 
struction, meeting  at  White  Sulphur  Springs,  endorsed  the 
Swope  Plan  in  principle,  according  to  the  New  York 
Times  of  October  30,  1931,  "after  speakers  had  main- 
tained that  it  was  futile  to  expect  any  aid  from  the  Federal 
Trade  Commission  in  the  movement  to  free  the  fabri- 
cating industry  from  the  evils  of  unrestricted  competition." 

Meanwhile  there  had  been  introduced  into  Congress,  in 
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the  spring  of  1931,  by  Robert  M.  LaFollette,  Jr.,  Senator 
from  Wisconsin,  a  bill,  S.  6215,  which  was  reintroduced 
in  the  First  Session  of  the  72nd  Congress,  to  establish  a 
National  Economic  Council.  In  the  hearings  before  the 
Senate  Committee  on  manufactures  the  whole  question  of 
national  economic  planning  was  explored.  The  proposed 
Council  would  possess  only  powers  for  fact-finding  and 
recommendation  and  for  the  setting  up  of  councils  and 
associations  in  different  industries.  It  would  have  no  power 
of  enforcement.  Nor  did  the  bill  make  any  proposal  for 
repealing  the  anti-trust  laws,  though  its  implications  would 
tend  to  the  same  kind  of  governmental  approval  of  trade 
association  activities  which  was  the  essence  of  the  Swope 
Plan.  In  the  announcement  of  the  Swope  Plan,  however, 
the  major  emphasis  had  been  given  not  to  this  release  of 
industry  from  the  Sherman  Anti-Trust  Law,  but  to  the 
proposals  for  stabilization  of  employment  and  for  unem- 
ployment insurance  and  pensions,  with  employes  partici- 
pating in  administration. 

The  following  June,  the  National  Electrical  Manufac- 
turers' Association  announced  the  "Nema  Mutual  Unem- 
ployment Benefit  Plan."  (New  York  Times,  June  3, 
1932.)  This  further  gave  the  impression  that  the  impetus 
of  the  Swope  Plan  was  primarily  toward  stabilization  of 
employment,  rather  than  permission  for  monopoly  control 
of  industry.  Doubtless  this  accounts  for  the  favorable 
comment  on  the  plan  (which  may  fairly  be  said  to  have 
been  put  forward  by  big  business),  from  liberals  and  even 
spokesmen  for  trade  unions,  who  are  usually  more  critical 
of  the  proposals  of  industrial  and  financial  leadership. 

The  liberal  magazine,  The  Nation,  on  September  30, 
1931,  in  an  editorial  entitled  "Stabilizing  Industry"  de- 
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clared:  "The  plan  shows  a  consideration  of  the  interests 
of  labor  rare  in  the  statements  of  industrial  leaders."  The 
social  insurance  plan  "would  of  course  be  a  very  real 
advance  over  present  conditions."  Moreover,  "Mr.  Young 
recognizes  that  the  companies  that  participate  in  the  Swope 
Plan  must  surrender  at  least  a  part  of  their  present  indi- 
vidual freedom  and  initiative." 

To  be  sure,  The  Nation  raised  questions  "from  the 
standpoint  of  the  public"  as  to  the  degree  of  federal  con- 
trol which  industry  "would  be  willing  to  see."  This  in 
itself  is  an  indication  that  the  editors  regarded  the  plan  as 
involving  federal  control,  whereas  it  would  appear  rather 
to  involve  federal  sanction  of  enlarged  centralized  control 
by  the  dominant  units  in  each  industry. 

A  leader  of  the  Socialist  Party,  Norman  Thomas,  writ- 
ing in  The  Nation  of  October  7,  under  the  title,  "A  Social- 
ist Looks  at  the  Swope  Plan,"  declared  that  it  "may  come 
to  rank  as  a  milestone  in  American  economic  history."  He 
found  its  "good  points"  in  the  admission 

that  we  cannot  be  saved  by  any  automatic  laws  .  .  .  that  in- 
dustry is  responsible  for  its  workers,  and  that  public  regulation 
of  national  industry  cannot  be  efficiently  exercised  by  48  differ- 
ent States. 

In  greater  part  Mr.  Thomas'  article  was  a  criticism  of 
the  plan  as  having  in  it  "few  possibilities  for  good  and 
many  for  evil."  These  possibilities  he  lists.  He  observes 
that  "the  heart  of  the  Swope  Plan  is,  of  course,  the  crea- 
tion of  trade  associations  subject  to  some  degree  of  control 
by  a  federal  supervisory  body."  Instead  of  seeing  in  this 
a  proposal  to  permit  industry  to  regulate  itself,  thus  side- 
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tracking  a  popular  movement  for  greater  regulation  by 
government,  Mr.  Thomas  said: 

My  first  reaction  to  this  was  that  Mr.  Swope  is  more  of  a 
Utopian  than  any  Socialist  I  know  if  he  thinks  his  scheme  is 
practicable.  It  faces  immense  legal  difficulties.  .  .  .  Moreover, 
I  suspect  that  Mr.  Swope  himself  would  not  want  the  degree 
of  compulsion  required  unless  he  had  reasonable  hope  that  big 
business  could  control  the  government,  which  would  force 
little  business  to  fall  in  line  and  be  good. 

Now  I  fully  believe  in  the  use  of  government  as  an  agent 
in  socializing  basic  industries.  I  am  very  suspicious,  however, 
of  the  bureaucracy,  tyranny,  and  inefficiency  of  using  govern- 
ment on  such  a  vast  regulatory  scale  as  Mr.  Swope  proposes. 

Here  appears  to  be  some  confusion,  which  reflects  the 
views  of  many  persons  toward  this  plan  put  forward  by  a 
leader  of  big  business.  Mr.  Swope  was  not  a  Utopian  when 
he  wrote  that  organized  industry  must  undertake  these 
controls,  but  it  was  necessary  to  assure  the  public  that  its 
interests  would  be  protected,  and  this  could  be  done  most 
effectively  "by  working  through  the  agency  of  the  Fed- 
eral Government."  Perhaps  unconsciously,  yet  with  full 
awareness  of  the  relation  of  government  to  big  business, 
Mr.  Swope  here  pictured  not  the  increased  regulation  of 
business  by  government,  but  business  seeking  to  win  pub- 
lic confidence  in  its  independent  companies  "by  working 
through  the  agency  of  the  Federal  Government." 

Only  as  this  proposal  is  viewed  in  the  light  of  the  his- 
tory of  combinations  of  business  in  the  United  States  can 
it  be  seen  in  its  true  perspective.  Notably  in  the  period 
between  1920  and  1930  the  trade  association  was  develop- 
ing, with  the  encouragement  given  to  it  by  Herbert 
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Hoover,  first  as  Secretary  of  Commerce  and  then  as  Presi- 
dent. All  through  the  period  big  business  was  growing 
more  and  more  restive  under  the  anti-trust  laws,  yet  fear- 
ful of  public  opposition  to  an  organized  movement  for 
their  repeal.  Then  came  the  crisis  of  1929,  with  the  neces- 
sity for  somehow  recovering  a  balance  between  production 
and  consumption,  output  and  purchasing  power,  agricul- 
tural prices  and  industrial  prices,  and  other  recognized 
elements  in  the  industrial  depression.  Mr.  Swope's  plan 
seemed  to  meet  the  popular  demand  that  industry  should 
"do  something  about  it,"  that  it  should  pay  compensation 
to  the  unemployed  and  that  it  should  protect  the  rights  of 
labor  and  of  the  public.  While  it  encountered  criticism,  it 
was  not  regarded  as  a  proposal  for  putting  big  business  in 
the  saddle  without  effective  restraint  either  by  the  federal 
government  or  by  the  trade  unions. 

Aside  from  the  fact  that  the  only  power  given  to  the 
federal  supervisory  agency  was  to  prescribe  and  to  receive 
uniform  reports  of  business  operations,  it  should  be  ob- 
served that  the  plan  left  untouched  the  prevailing  situa- 
tion of  the  inadequacy  of  control  of  business  by  the 
Federal  Trade  Commission.  Court  decisions  of  1922  re- 
mained to  restrain  the  federal  government  from  requiring 
facts  from  business,  and  the  Swope  Plan  did  not  propose 
any  power  of  investigation  of  the  practice  of  trade  associa- 
tions or  of  separate  businesses  by  the  federal  supervisory 
agency.  Many  had  forgotten  that  in  1920  popular  discon- 
tent over  rising  costs  of  living  had  led  to  demands  upon 
the  Administration  of  Woodrow  Wilson  to  make  an  in- 
vestigation of  the  subject,  and  Congress  had  appropriated 
money  to  the  Federal  Trade  Commission.  The  inquiry 
began  with  a  study  of  the  spread  between  cost  of  produc- 
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tion  and  final  sales  in  the  coal  and  steel  industries.  These 
investigations  were  stopped  by  court  injunctions  declaring 
that  the  Federal  Trade  Commission  had  no  authority  to 
secure  such  facts.  In  the  hearings  on  the  bill  to  establish 
a  National  Economic  Council  these  cases  and  their  impli- 
cations were  described  as  indicating  the  powerlessness  of 
federal  regulatory  agencies  even  fully  to  reveal  the  facts 
to  the  public.  (Hearings  be] ore  a  Subcommittee  of  the 
Committee  on  Manufactures,  United  States  Senate,  Octo- 
ber-December, 1931,  p.  499.) 

Not  only  did  the  Swope  Plan  thus  mark  a  focal  point  in 
the  efforts  of  American  business  to  be  freed  from  regula- 
tion, but  it  also  embodied  the  program  of  big  business 
against  the  trade  unions,  though  curiously  the  labor  move- 
ment failed  to  see  it  or  to  oppose  the  plan  on  this  ground. 
For  example,  Facts  for  Workers,  a  monthly  review  pub- 
lished by  the  Labor  Bureau,  Inc.,  known  as  "specialists  in 
economic  research  for  labor  unions,"  with  offices  in  New 
York,  Chicago  and  San  Francisco,  advanced  certain  criti- 
cisms, in  an  analysis  of  the  Swope  Plan,  but  declared  that 
"Mr.  Swope  has  at  least  offered  something  definite  and 
tangible."  In  the  following  statement  the  analysis  ap- 
peared not  to  be  taking  issue  with  the  essential  elements 
in  the  program: 

The  central  task  is  not,  therefore,  restriction  of  output,  but 
enlargement  of  popular  purchasing  power.  This  is  a  compli- 
cated job.  It  will  undoubtedly  require,  among  other  things,  (a) 
elimination  of  high  cost  and  inefficient  producers,  (b)  reduc- 
tion of  prices  which  are  too  high,  (c)  elimination  of  the  larger 
wastes  of  an  unplanned  economy,  (d)  wage  and  salary  in- 
creases. This  seems  to  point,  not  so  much  to  agreements  among 
competitors  as  to  good  engineering  management  of  industries 
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considered  as  single  units,  price  control  in  the  public  interest, 
national  economic  planning,  and  a  strong  labor  movement.  Mr. 
Swope's  price-fixing  trade  associations  might  prove  to  be  a  step 
toward  a  better  organized  industry,  but  they  would  do  little 
good,  and  possibly  a  good  deal  of  harm,  without  a  number  of 
other  and  longer  steps. 

Curiously  this  article  nowhere  indicates  an  awareness  by 
the  trade  unions  that  Mr.  Swope's  plan  called  not  for 
trade-union  representation  but  for  employes'  representa- 
tion, which  is  the  formal  designation  in  American  indus- 
try for  what  the  workers  call  company  unions.  It  is  of  the 
essence  of  the  company  union  that  it  is  organized  sepa- 
rately in  each  company,  that  representatives  receive  regu- 
lar rates  of  pay  when  at  work  for  the  company  union,  and 
that  as  employes  acting  for  fellow  employes  they  are 
therefore  restrained  from  carrying  their  responsibilities  as 
representatives  to  the  point  of  a  break  with  the  employer 
who  gives  them  their  jobs.  In  the  Swope  Plan  these  em- 
ploye representatives  during  their  service  in  the  General 
Board  of  Administration  are  paid  regular  rates  of  wages 
by  the  trade  association. 

The  bitter  antagonism  of  American  industry  to  trade 
unions  had  reached  a  high  point  in  the  movement  for  the 
open  shop  after  1920  and  had  utilized  the  company  union 
to  displace  the  trade  union.  Now  in  the  plan  of  big  busi- 
ness for  the  United  States  the  company  union  would 
again  be  promoted,  this  time  as  the  means  of  relating  em- 
ployes in  a  limited  way  to  the  social  insurance  programs 
of  industrial  self-government.  Given  such  wide  scope  of 
industrial  self-government  as  the  Swope  Plan  advocated 
for  the  trade  associations,  with  employes'  participation 
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limited  to  the  company  union,  it  is  evident  that  the  trade- 
union  movement  would  be  effectively  sidetracked. 

The  Swope  Plan,  as  the  program  of  big  business  for 
America,  is  outlined  in  detail  because  it  afterward  became 
the  nucleus  of  the  National  Industrial  Recovery  Act  as 
put  forward  by  President  Roosevelt  in  the  Administration 
which  took  office  under  the  popular  designation  of  "the 
New  Deal."  It  must  be  pointed  out  that  the  Swope  Plan 
was  proposed  during  the  Hoover  Administration  and  was 
in  no  way  out  of  accord  with  it.  In  the  period  of  business 
depression  and  unemployment  which  opened  the  decade  of 
the  '20s,  Mr.  Hoover,  as  Secretary  of  Commerce,  under- 
took, through  the  President's  Conference  on  Unemploy- 
ment, to  put  upon  business  its  responsibility  for  finding  the 
way  out  of  economic  difficulties.  It  was  important  to  take 
this  step,  because  otherwise  popular  demand  for  legislation 
and  particularly  for  appropriating  money  for  relief  of  the 
unemployed  would  be  an  embarrassment  alike  to  the 
Republican  Administration  and  to  industrial  leadership. 
Precisely  the  situation  prevailed  then  which  was  described 
by  Mr.  Swope  ten  years  later,  when  he  declared  that  in- 
dustry must  act  to  forestall  legislation  "threatening  the 
fundamental  structure  of  American  business  and  the  cher- 
ished ideals  of  American  society." 

Having  taken  the  initial  steps  to  forestall  these  popular 
demands,  Mr.  Hoover,  both  as  Secretary  of  Commerce 
and  also  as  President,  undertook  to  put  engineering  and 
social  science  at  the  service  of  business  in  a  reform  of  itself 
which  would  avert  dangers  of  discontent.  In  a  foreword 
to  the  Report  of  the  Commute e  on  Business  Cycles  and 
Unemployment  issued  by  the  United  States  Department 
of  Commerce  in  1923,  Mr.  Hoover  wrote: 
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Broadly,  the  business  cycle  is  a  constant  recurrence  of  irregu- 
larly separated  booms  and  slumps.  The  general  conclusion  of 
the  Committee  is  that  as  the  slumps  are  in  the  main  due  to  the 
wastes,  extravagance,  speculation,  inflation,  over-expansion, 
and  inefficiency  in  production  developed  during  the  booms,  the 
strategic  point  of  attack,  therefore,  is  the  reduction  of  these 
evils,  mainly  through  the  provision  for  such  current  economic 
information  as  will  show  the  signs  of  danger,  and  its  more 
general  understanding  and  use  by  producers,  distributors,  and 
banks,  inducing  more  constructive  and  safer  policies.  .  .  . 

The  report  does  not  suggest  panaceas  or  economic  revolu- 
tion but  seeks  to  drive  home  the  facts  that  the  enlargement  of 
judgment  in  individual  business  men  as  to  the  trend  of  business 
and  consequent  widened  vision  as  to  approaching  dangers  will 
greatly  contribute  to  stability,  (p.  vi.) 

The  report,  sponsored  by  a  committee  containing  sub- 
stantial representation  of  big  business,  was  one  of  a  series 
known  as  the  "Elimination  of  Waste  Series."  Mr.  Hoover 
was  the  first  president  of  the  Federated  Engineering  So- 
cieties, which  undertook  to  organize  the  engineers  of  the 
country  and  bring  their  knowledge  to  bear  upon  public1 
questions.  This  group  was  responsible  for  a  report  pub- 
lished under  the  title,  Elimination  of  Waste  in  Industry. 

The  same  approach  through  engineering  and  economic 
research  was  evidenced  in  later  studies  stimulated  by  Mr. 
Hoover.  For  example,  the  Committee  on  Recent  Eco- 
nomic Changes  was  also  designated  as  growing  out  of  the 
President's  Conference  on  Unemployment.  Its  work  was 
begun  in  January,  1928,  and  completed  in  February,  1929, 
and  it  was  charged,  in  the  first  newspaper  announcement, 
with  the  task  of  analyzing  the  elements  in  recovery  from 
the  depression  of  1920-21.  Similarly  Mr.  Hoover  encour- 
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aged  the  study  of  social  trends  which  took  form  in  the 
President's  Committee  on  Social  Trends,  published  under 
the  title,  Recent  Social  Trends  in  the  United  States,  and 
the  approach  through  investigations  to  the  vexed  problem 
of  Prohibition,  which  took  shape  in  the  work  of  the 
National  Commission  on  Law  Observance  and  Enforce- 
ment established  by  act  of  Congress. 

Of  these  economic  studies  it  should  be  said  that  they 
signified  the  attitude  of  which  Mr.  Hoover  was  a  repre- 
sentative, that  business  can  be  trusted  to  manage  American 
industry,  and  that  engineering  and  the  social  sciences  can 
be  guides  in  the  exercise  of  this  inherently  sound  control. 
It  was  the  point  of  view  of  this  engineer  and  President 
that  the  ideal  society  would  be  achieved  by  the  free  play 
of  the  creative  elements  in  the  service  of  the  possessors. 
It  was  the  business  of  government  to  seek  to  avoid  intelli- 
gently the  conflicts  stimulated  by  labor  or  by  those  ele- 
ments of  the  general  public  which  were  unwilling  to  accept 
the  unquestioned  leadership  of  wise  business  men. 

Mr.  Hoover  expected  business  men  to  act  wisely.  He 
told  them,  just  after  the  crash  of  1929,  that  they  must  not 
reduce  wages.  Repeatedly  he  told  labor  to  leave  their 
negotiations  to  him  rather  than  to  strike.  In  due  course, 
however,  the  economic  crisis  caused  a  popular  discontent 
which  could  not  be  downed,  and  a  President  who  believed 
that  government  could  be  kept  in  its  place  while  business 
managed  itself  intelligently  gave  way  to  an  Administra- 
tion based  on  promises  that  the  power  of  government 
would  be  exerted  to  force  business  to  manage  itself  in  the 
public  interest. 

Nevertheless  the  New  Deal  initiated  in  the  Administra- 
tion of  Franklin  D.  Roosevelt  is  to  be  looked  upon  as  the 
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embodiment  of  that  centralized  control  necessitated  by  the 
effects  of  the  economic  crisis  on  all  business.  It  was  a  con- 
trol which  had  to  become  effective,  in  the  words  of  Mr. 
Swope,  "by  working  through  the  agency  of  the  Federal 
Government."  The  National  Industrial  Recovery  Act,  an- 
nounced in  a  speech  by  the  President  at  the  annual  meet- 
ing of  the  United  States  Chamber  of  Commerce  in  May 
1933,  freed  business  for  self-government  through  the  in- 
strumentality of  the  trade  association.  Though  the  Act 
decreed  that  labor  had  the  right  of  collective  bargaining, 
it  opened  the  way  immediately  for  one  interpretation  of 
collective  bargaining  as  fulfilled  by  the  company  union 
exactly  as  it  was  envisaged  in  Mr.  Swope's  plan. 

The  social  insurance  program  put  forward  by  the 
Administration  in  the  Economic  Security  Act  of  1935, 
though  it  involved  administration  by  governmental  agen- 
cies and  thus  differed  from  the  Swope  Plan,  nevertheless 
was  based  essentially  on  "contributions"  rather  than  on 
taxation,  thus  again  indicating  the  Swope  Plan  as  the 
source  of  many  suggestions  which  took  form  in  the  New 
Deal.  To  be  sure,  the  funds  were  to  be  raised  by  taxation, 
but  by  a  tax  on  payrolls  rather  than  a  general  levy 
involved  in  the  federal  budget. 

Mr.  Hoover's  idea  that  the  social  sciences  could  be  made 
to  serve  this  efficient  organization  of  business  was  further 
elaborated  by  industrial  leaders.  For  example,  as  long  ago 
as  1926,  in  an  address  at  the  annual  meeting  of  the 
National  Electric  Light  Association,  on  "The  Relation  of 
Public  Utilities  to  the  Public,"  the  chairman  of  the  board 
of  the  General  Electric  Company,  Owen  D.  Young,  gave 
this  advice: 
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Make  it  your  business  not  to  oppose,  but  to  find  some 
constructive  way,  guided  as  you  will  be  and  as  you  must  be, 
by  the  great  human  interests  which  you  fundamentally  serve. 
.  .  .  You  are  not  afraid  of  new  inventions  and  new  engineer- 
ing in  your  physical  plants.  You  are  accustomed  to  rapid 
progress.  May  I  suggest  that  invention,  improved  engineering, 
and  courage  to  take  the  road,  are  needed  now  more  in  the 
social  than  in  the  physical  sciences?  (National  Electric  Light 
Association  Bulletin,  June  26,  1926,  pp.  358  and  362.) 

Eight  years  later  Mr.  Young  gave  a  Commencement 
Day  address  at  the  University  of  Nebraska  on  June  4, 
1934,  on  the  occasion  of  receiving  the  honorary  degree  of 
Doctor  of  Laws,  speaking  on  "Obsolescence  in  the  Social 
Sciences."  The  speech,  printed  in  the  New  York  Times 
of  June  5,  was  in  the  nature  of  an  apology  to  the  oncom- 
ing generation,  but  an  apology  tempered  with  pride. 

No  people  before  [he  said]  have  suffered  from  too  much. 
Yet  that,  we  are  told,  is  what  has  happened.  So,  however  much 
you  may  chide  us,  however  much  you  may  criticize  the  results 
of  the  last  five  years,  however  severely  you  may  indict  us  for 
failing  wisely  to  administer,  you  must  still  give  us  credit  for 
providing  the  plenty  that  ruined  us. 

He  drew  a  parallel  between  "what  our  fathers  handed 
to  us  in  the  Eighteen  Nineties  and  what  we  turn  over  to 
you  in  the  Nineteen  Thirties."  At  the  time  of  his  gradua- 
tion from  college  in  1894  the  country  was  just  emerging 
from  a  depression.  It  was  suffering  from  "the  delayed 
economic  consequences  of  an  exhausting  war."  Credit  had 
been  strained. 

We  had  speculated  in  transcontinental  railroads,  in  opening 
up  and  developing  agricultural  lands,  in  booming  cities  and 
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towns,  in  building  factories  and  exploring  mines.  .  .  .  We 
were  sure  that  we  were  burdened  with  debts  beyond  our 
capacity  to  pay. 

Having  been  given  "the  greatest  material  potentialities 
ever  transmitted  from  sire  to  son,"  the  men  of  the  '90s, 
he  said,  had  found  the  key  in  the  physical  and  engineering 
sciences.  But  during  the  period  of  expansion  "the  social, 
political  and  economic  machinery  was  not  being  advanced 
in  anything  like  the  degree  that  forces  were  being  devel- 
oped and  put  to  work  by  the  physical  sciences." 

Nor  was  there  any  inclination,  on  the  whole,  to  experi- 
ment with  social  organization.  Industry  took  from  the 
physical  sciences  "everything  new  which  it  could  apply, 
almost  regardless  of  cost."  In  social  and  political  science 
in  contrast,  "laws  were  laws,  banks  were  banks,  society  was 
society  in  its  heights  and  depths,  the  untouchables  of  our 
time." 

The  New  Deal  Mr.  Young  welcomed  as  inevitable.  It 
had  to  make  improvements  delayed  for  a  generation  "in 
government,  in  banking,  in  law,  and  in  innumerable  parts 
of  our  social  organization."  He  recognized  that  "civiliza- 
tion by  evolution  progresses  slowly,"  and  he  cautioned  that 
"by  revolution  it  destroys  more  than  it  creates."  He 
summed  up  his  theme  by  declaring  to  the  new  generation: 
"You  will  find  your  major  task  in  the  social  sciences  to 
control  and  apportion  that  world  of  plenty  which  is  your 
inheritance." 

Thus  in  building  the  Empire  of  Business  in  America 
the  problems  of  the  present  and  the  relation  of  the  social 
sciences  to  them  are  recognized  by  enlightened  business 
leadership.  It  is  significant,  however,  to  survey  the  popular 
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demands  of  the  past  and  present,  and  to  realize  that  from 
the  political  movements  of  protest  against  trusts  to  the 
Republican  Administration  of  the  1 920*8  and  the  New 
Deal  of  the  1 930*8  no  serious  challenge  has  been  given  at 
any  point  to  the  existing  economic  order.  In  the  New  Deal 
at  first  big  business  found  the  means  of  winning  public 
confidence  for  its  program  of  centralized  control  with  gov- 
ernmental support — a  program  to  which  the  severity  of 
the  depression  of  1929  and  afterward  was  driving  Ameri- 
can industry. 

BUSINESS    REPUDIATES    GOVERNMENTAL    CONTROL 
OF    PLANNING 

At  first  the  attitude  of  American  business  toward  the 
New  Deal  was  co-operative.  Its  essential  provisions,  as 
already  noted,  were  in  line  with  the  desire  of  industry  to 
be  free  from  anti-trust  laws.  From  a  political  point  of 
view,  this  boon  could  not  be  granted  to  industry  without 
some  quid  pro  quo  in  the  form  of  concessions  to  the  trade 
unions.  Therefore  the  National  Industrial  Recovery  Act 
had  required  that  each  code  should  prescribe  minimum 
rates  of  pay  and  maximum  hours,  and  contain  a  guarantee 
of  the  right  of  labor  to  bargain  collectively.  This  guar- 
antee of  collective  bargaining,  which  was  the  famous  Sec- 
tion 7a  of  the  National  Industrial  Recovery  Act,  became 
the  special  object  of  attack  by  industry.  The  steel  industry 
took  the  lead  in  putting  forward  employes'  representa- 
tion, or  company  unions,  as  the  form  for  collective  bargain- 
ing which  would  be  acceptable  to  American  business.  There 
followed  a  severe  struggle  on  the  part  of  labor  to  obtain 
its  rights,  while  business  refused  recognition  of  the  trade 
unions,  until  in  May,  1935,  the  Supreme  Court  declared 
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the  act  unconstitutional,  on  the  ground  that  only  the  states 
could  prescribe  such  conditions  for  labor. 

Meanwhile  the  rest  of  the  National  Industrial  Recovery 
Act  proved  less  and  less  satisfactory  to  industry.  On  Octo- 
ber 17,  1934,  the  president  of  the  United  States  Chamber 
of  Commerce,  Henry  I.  Harriman,  whose  support  of  the 
Swope  Plan  has  already  been  noted,  said  at  Memphis, 
before  the  Grain  and  Feed  Dealers'  National  Association: 
"We  are  no  longer  hard  pressed  by  the  tide  of  disaster." 
He  suggested  a  substitute  for  the  National  Industrial 
Recovery  Act,  in  the  form  of  new  legislation  which 

should  place  upon  industry  the  sole  responsibility  of  formulat- 
ing codes  of  fair  competition,  and  the  government  should  have 
no  authority  to  impose  or  modify  codes.  If  the  government  does 
not  approve  of  a  code  which  has  been  presented  by  industry, 
it  may,  of  course,  state  the  modification  it  desires,  and  industry 
may  then  determine  whether  it  will  accept  the  changes  re- 
quested or  go  on  without  a  code. 

Administration  would  be  vested  in  a  board  of  five.  This 
was  virtually  the  plan  already  described,  which  had  been 
adopted  by  referendum  vote  by  the  United  States  Cham- 
ber of  Commerce  in  1931. 

In  the  succeeding  months  the  opposition  of  the  Chamber 
of  Commerce  and  of  business  interests  to  the  legislative 
measures  taken  by  the  Roosevelt  Administration  became 
increasingly  vocal.  By  May,  1935,  when  the  Chamber  of 
Commerce  held  its  annual  meeting  in  Washington,  the 
opposition  was  ready  to  be  formulated,  and  a  series  of 
sweeping  resolutions  were  adopted,  urging  the  termination 
of  the  National  Industrial  Recovery  Act  and  the  setting 
free  of  trade  associations  from  governmental  control  j  and 
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condemning  the  pending  thirty-hour  week  bill  and  the 
Wagner  labor  disputes  bill,  designed  to  enforce  the  col- 
lective bargaining  provisions  of  the  National  Industrial 
Recovery  Act.  As  to  social  insurance,  "postponement  for 
thorough  examination"  was  recommended.  Opposition 
was  expressed  to  the  Agricultural  Adjustment  Act.  The 
Administration's  proposals  to  control  utility  holding  com- 
panies and  to  make  changes  in  the  Banking  Act  were 
condemned. 

The  points  of  agreement  were  equally  significant:  the 
reciprocal  trade  agreement  in  the  administration  of  the 
tariff;  federal  regulation  of  all  forms  of  interstate  trans- 
portation (which  were  competing  with  railroads)  ;  direct 
subsidies  for  rehabilitation  of  the  merchant  marine;  co- 
operation of  federal  and  state  governments  for  removing 
unprofitable  lands  from  production,  and  the  regulation  of 
air  transport  in  domestic  and  foreign  commerce  by  a 
federal  commission. 

Lest  there  should  be  opposition  to  such  a  program  for 
big  business,  the  final  section  of  the  resolutions  dealt  with 
"subversive  activities."  Under  cover  of  preventing  the 
advocacy  of  "violent  overthrow  of  the  existing  economic 
and  social  order  in  the  United  States,"  Congress  was 
urged  to 

enact  laws  making  it  a  criminal  offense  to  advocate  violent 
overthrow  of  the  Federal  Government,  or  of  any  form  of  law, 
or  to  advocate  injury  to  federal  officers  on  account  of  their 
official  character.  All  writings  which  advocate  overthrow  of 
our  government  by  force,  or  which  are  published  or  dissemi- 
nated by  an  organization  promoting  such  teachings,  should  be 
denied  the  use  of  the  mails.  (New  York  T'imesy  May  3, 

J935-) 
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Closely  connected  with  this  provision  was  the  treatment 
of  aliens,  who  should  be  admitted  into  the  United  States 
"only  under  the  explicit  condition  that  their  respective 
countries  of  origin  will  take  back  their  nationals  whenever 
deported."  Naturalization  should  be  denied  "to  persons 
advocating,  or  associating  with  groups  advocating,  violent 
overthrow  of  the  government."  Finally,  "attempts  to  pro- 
mote insubordination  or  disaffection  among  the  armed 
forces  of  the  United  States  should  be  prohibited." 

Thus  the  United  States  Chamber  of  Commerce  sought 
to  supplant  the  Bill  of  Rights  of  the  Constitution,  to  say 
nothing  of  the  Declaration  of  Independence,  with  its  rec- 
ognition of  the  right  of  the  people  to  change  their  govern- 
ment. The  thing  to  be  punished  as  a  criminal  offense  was 
not  an  act,  but  speech  or  writing  which  the  officers  of  the 
law  were  to  judge  as  to  whether  it  advocated  "revolution 
by  force."  Nor  need  the  writing  contain  such  advocacy,  if 
it  were  "published  or  disseminated  by  an  organization" 
supposed  to  be  "promoting  such  teachings"  j  these  were  to 
be  denied  the  use  of  the  mails.  Deportation  would  not  de- 
pend upon  advocacy  of  activities  by  an  alien,  but  would  be 
the  penalty  for  even  "associating  with  groups  advocating" 
such  measures. 

That  such  provisions  would  effectively  destroy  the  right 
of  free  discussion  of  economic  and  social  issues,  is  obvious. 
That  these  provisions  come  as  the  closing  section  of  reso- 
lutions declaring  that  American  industry  is  to  regulate 
itself,  free  from  governmental  interference,  and  that  labor 
laws  for  workers  and  relief  for  farmers  are  opposed,  is 
significant  of  the  fact  that  the  Chamber  of  Commerce, 
speaking  for  American  business,  will  go  to  great  lengths 
to  destroy  political  democracy  if  popular  demands  that  big 
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business  be  curbed  should  be  likely  to  become  effective. 
Above  all,  the  resolutions  are  directed  against  organized 
action  by  workers,  though  the  attack  upon  their  freedom 
of  speech  and  of  assembly  appears  to  be  directed  only 
against  radicalism.  If  the  power  advocated  should  be  given 
to  courts  and  government,  all  organized  work  in  the  labor 
movement  could  sooner  or  later  be  declared  to  be 
"subversive." 

These  resolutions  were  followed  in  December  1935  by 
a  "platform  for  American  industry,"  adopted  by  the 
National  Association  of  Manufacturers.  (New  York 
Times,  December  6,  1935.)  In  the  intervening  period 
since  the  meeting  of  the  Chamber  of  Commerce,  the 
Supreme  Court  had  declared  unconstitutional  the  several 
laws  to  which  American  business  primarily  objected,  and 
the  platform  of  business  went  to  lengths  which  even  Chief 
Justice  Marshall  would  probably  have  wished  to  curb  with 
respect  to  the  power  of  the  Supreme  Court  over  the  acts 
of  legislative  bodies: 

The  preservation  of  our  American  institutions  and  form  of 
government  depends  upon  unqualified  recognition  that  the 
power  of  the  Supreme  Court  of  the  United  States  to  pass  on 
the  constitutionality  of  acts  of  the  legislative  and  administra- 
tive bodies  of  our  government  shall  be  preserved  inviolate  and 
unhampered. 

Henceforth  neither  the  lawmakers  nor  the  executive 
branch  of  the  government  are  to  interfere  with  business. 
On  the  plea  that  this  is  a  protection  for  "the  individual," 
American  corporations  and  monopolies  are  to  be  freed 
from  all  danger  of  these  specific  interferences:  "attempts 
...  to  regulate  or  control  production,"  i.e.,  "national 
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economic  planning"  by  government;  "undue  regulation 
of  the  financing  of  business" ;  "attempts  to  regulate,  for 
purposes  of  economic  planning,  hours  of  work,  rates  of 
pay  and  other  working  conditions  in  industry"  (only  the 
state  or  local  government  may  determine  what,  "if  any," 
regulation  in  these  matters  may  be  necessary );  and  "at- 
tempts to  regulate  and  control  employment  relations" 
(the  right  of  labor  to  bargain  collectively,  though  this 
term  is  not  used). 

The  taxing  power  may  not  be  used  "to  penalize  thrift 
and  success,"  and  government  may  not  "destroy  the  rights 
of  citizens  in  the  ownership  of  private  property  by  engag- 
ing in  competition  with  them"  (apparently  referring  to  the 
Tennessee  Valley  Authority  and  its  provisions  for  produc- 
ing electric  power) .  The  currency  must  be  maintained  with 
a  fixed  gold  content  of  the  dollar,  and  "government  super- 
visory powers  over  banking  and  credit"  are  to  be  limited 
"solely  to  the  purpose  of  maintaining  the  safety  of  bank 
deposits  and  a  sound  credit  structure." 

In  fact,  "this  American  system  has  not  failed.  It  has  not 
collapsed."  No  reference  is  made  to  the  failures  of  banks 
which  led  to  the  drastic  program  for  their  assistance  when 
President  Roosevelt  closed  them  by  proclamation  in 
March  1933. 

It  did  not  break  down  in  depression  because  of  weaknesses 
or  evils  inherent  in  the  system.  The  obstruction  of  recovery  and 
continuance  of  nation-wide  distress  are  due  to  policies  that  have 
destroyed  the  guarantees  on  which  American  business  de- 
pends. 

That  the  measures  condemned  dated  from  1933,  while 
something  akin  to  collapse  happened  in  1929,  are  historical 
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facts  which  the  National  Association  of  Manufacturers  was 
somehow  able  to  overlook. 

Interesting  economics  appear  in  this  "platform": 

Under  the  American  system  all  the  agencies  of  production 
— land,  labor,  capital  and  management — are  free  to  create 
wealth,  to  produce  economic  goods  and  to  seek  openings  for 
enterprise,  in  open  competition  with  all  others. 

Whether  this  indicates  the  belief  that  capital  and  man- 
agement may  create  wealth  without  land  or  labor  is  not 
entirely  clear.  Undoubtedly  the  National  Association  of 
Manufacturers  would  not  be  willing  to  dispense  with 
land;  neither  would  it  be  willing  to  assert  the  independ- 
ence of  labor  in  the  economic  scheme.  Its  exposition  of  eco- 
nomic theory  serves  to  round  out  its  declaration  of  inde- 
pendence for  the  modern  corporation.  Nor  can  the  results 
of  the  American  productive  system  be  challenged:  "It  has 
created  a  standard  of  living  and  a  degree  of  comfort  in 
America  unknown  elsewhere  in  the  history  of  the  world." 
Only  one  confession  of  failure  appears  in  the  whole  docu- 
ment: "The  ancient  problems  of  individual  poverty  and 
insecurity  have  not  been  completely  solved." 

Toward  the  execution  of  this  platform,  industry  was 
urged  to  "mobilize  all  its  resources"  for  action  "through 
one  of  the  political  parties."  Adoption  of  the  platform  as 
a  whole  was  seconded  by  Lammot  du  Pont,  president  of 
E.  I.  du  Pont  de  Nemours  and  Company,  manufacturers 
of  chemicals  and  chemical  products  for  war  and  peace 
throughout  the  world. 

Thus  by  1935  the  possessive  forces  of  the  United  States 
were  highly  organized  economically,  entrenched  behind 
combinations  of  business  controlled  by  finance,  and  ready 
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to  issue  their  commands  to  government.  While  unalter- 
ably opposing  trade  union  organization  boldly  and  openly, 
big  business  is,  evidently,  ready  to  attack  the  basis  of 
political  democracy  in  the  civil  liberties  of  the  American 
people,  throwing,  moreover,  its  whole  weight  to  the  con- 
trol of  legislation  by  the  Supreme  Court,  in  the  belief  that 
this  will  safeguard  the  interests  of  the  possessive  classes. 
It  may  be  noted  that  in  none  of  these  "plans"  does  in- 
dustry offer  any  suggestions  for  restoring  or  conserving 
the  natural  resources  which  business  and  industry  have 
notoriously  wasted  in  America.  Floods  and  dust  storms 
bear  witness  to  the  failure  to  utilize  planfully  and  eco- 
nomically the  resources  of  soil,  forest  and  water. 


IV.  WORKERS  WITHOUT  TOOLS 

AND  FARMERS  WITHOUT 

LAND 


IN  the  American  Empire  of  Business  described  in  the 
last  chapter,  what  is  the  status  of  the  individual  worker 
or  farmer?  Is  he  a  citizen  of  a  Democracy  of  Industry, 
or  the  subject  of  an  Emperor?  Does  he  share  the  oppor- 
tunity for  initiative  and  individual  enterprise,  so  highly 
valued  by  the  present-day  hired  officers  of  the  corporations 
which  are  the  heirs  of  the  Empire  Builders?  The  answer 
must  be  sought  first  in  the  relation  of  the  worker  to  his 
tools  and  of  the  farmer  to  his  land,  as  both  are  affected 
by  the  concentration  of  possessive  control  in  others'  hands. 
Economic  democracy  has  no  basis  in  reality  unless  farm- 
ers and  workers  control  their  land,  their  tools  and  the 
materials  for  their  products.  Possessors  in  control  of  indus- 
tries, raw  materials  and  agricultural  acreage,  on  the  other 
hand,  are  dependent  upon  workers  and  farmers.  Those 
who  have  "invested"  money  in  industry,  or  creditors  own- 
ing mortgages  or  bonds,  receive  "income"  only  if  workers 
and  farmers  use  tools  and  land  for  production,  of  which 
every  unit  pays  the  owners'  claim.  The  claim  of  ownership 
entitles  the  possessor  to  determine  when  and  under  what 
conditions  the  worker  shall  use  tools,  and  on  what  terms 
the  farmer  shall  use  land  and  exchange  his  produce.  The 
owner's  return  depends  upon  the  productivity  of  the 
process  and  the  bargain  which  can  be  made  with  the 
worker  for  the  purchase  of  his  labor.  When  the  worker 
was  an  independent  craftsman,  he  sold  his  product  direct 
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to  the  ultimate  user  and  received  the  total  market  price  j 
with  the  intervention  of  the  entrepreneur,  he  sold  not  his 
product,  but  his  labor. 

Thus  it  is  not  primarily  the  mechanization  of  industry 
which  establishes  the  status  of  workers  as  hired  hands,  but 
the  shift  of  ownership  from  the  individual  craftsman,  first 
to  a  factory  owner  5  then  to  a  combination  of  factories 
organized  in  a  trust;  and  finally  to  fluid  capital  unre- 
stricted to  particular  enterprises,  easily  changing  hands,  but 
always  controlled  and  directed  by  the  banks  and  the 
powerful  corporations  which  are  their  instruments.  Labor 
is  then  purchased  in  the  market  and  has  the  status  of  a 
commodity,  not  of  a  skilled  workman  owning  his  tools. 

At  first  thought,  the  farmer  seems  to  have  retained  his 
identity  as  an  independent  worker  and  owner  more  suc- 
cessfully than'  the  worker  in  industry.  This  is  only  appar- 
ent, however,  for  mortgages,  freight  rates  and  the  buying 
power  of  money,  not  to  mention  unequal  power  to  bargain 
with  processors  and  wholesale  distributors,  have  subjected 
the  farmer  also  to  the  claims  of  absentee  possession.  His 
labor,  too,  has  become  a  commodity. 

The  worker's  need  to  eliminate  waste  and  save  energy 
leads  to  the  first  development  of  the  tool.  The  wheel  for 
transportation,  the  shovel  for  digging,  the  saw  and  the 
knife  and  the  axe  for  cutting,  the  needle  for  sewing,  the 
wheel  for  spinning,  and  the  frame  and  shuttle  for  weav- 
ing, are  all  extensions  of  the  use  of  the  hand,  and  at  first 
the  moving  force  is  either  the  hand  or  animal  power.  The 
steam  engine,  with  its  principle  of  deriving  force  from  the 
expansion  of  water  into  steam,  was  not  merely  a  new  de- 
vice, but  truly  a  revolution,  freeing  the  production  process 
from  the  direct  manipulation  of  the  hand.  It  resulted  not 
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only  in  greatly  increased  productive  capacity  but  by  reason 
of  all  the  developments  of  transportation  it  led  to  the 
momentous  social  changes  involved  in  the  economic  inter- 
dependence of  various  regions  of  the  world. 

The  shift  from  steam  to  electric  power  constituted 
another  industrial  revolution,  as  far  reaching  in  its  effects 
as  the  discovery  of  steam  and  involving  an  economic  sys- 
tem on  a  different  plane  of  evolution  from  the  steam  age. 
Along  with  the  change  to  the  age  of  power  derived  from 
discoveries  in  physics  have  come  the  profound  changes 
involved  in  the  application  of  chemistry  to  industrial  pro- 
cesses. The  potentialities  of  development  of  production 
through  the  use  of  power  and  the  further  applications  of 
the  discoveries  of  physics  and  chemistry  may  indeed  prove 
to  be  the  economic  center  of  a  new  historical  era. 

The  search  for  methods  of  saving  human  energy  and 
eliminating  waste,  which  in  the  handicraft  age  has  its  pri- 
mary motive  in  the  individual,  reappears  as  a  factor  in  the 
growth  of  the  economic  system  as  a  whole  conceived  as  an 
association  of  individuals.  Quite  aside  from  the  use  of 
tools,  the  association  of  workers  for  the  purpose  of  division 
of  labor  and  specialization  is  a  form  of  elimination  of 
waste  and  conservation  of  energy.  When  added  to  this  is 
the  improvement  in  the  process  by  machinery  and  further 
development  of  the  machinery  by  a  change  in  the  method 
of  driving  it,  work  is  no  longer  an  individual  matter,  but 
a  social  system. 

We  have  come  a  long  way  from  the  primitive  use  of 
the  individual  tool.  The  simple  exchange  of  goods  for 
other  goods,  or  the  use  of  a  common  means  of  exchange 
in  currency,  which  is  only  one  step  beyond  barter,  gives 
place,  in  the  capitalist  system,  to  development  of  highly 
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organized  financial  arrangements  brought  into  existence  by 
the  sheer  necessity  of  technical  advance.  In  turn,  the  maxi- 
mum gain  to  be  derived  from  these  financial  arrangements 
stimulates  further  technical  progress,  with  profit  as  its  mo- 
tive. Thus  we  may  see  on  this  continent  the  development 
from  the  Indians'  spinning  and  weaving  of  textiles  from 
the  wool  of  the  Rocky  Mountain  goat  to  the  highly  organ- 
ized textile  industry  as  we  know  it,  with  its  elaborate  ma- 
chinery, its  international  rivalries,  its  role  in  the  network 
of  international  finance,  and  all  its  troubles  in  unemploy- 
ment and  in  failure  to  find  markets  for  its  products.  Other 
hazards  to  the  industry  loom  in  the  substitutes  produced 
by  new  chemical  discoveries,  such  as  rayon  in  conflict  with 
silk,  though  ownership  rendered  mobile  by  finance  can  con- 
trol both  the  original  and  the  substitute  and  receive  profits 
from  both.  The  worker  cannot  so  easily  transfer  his  labor 
from  one  process  to  another. 

WORKERS   WITHOUT   TOOLS 

In  short,  changes  in  the  technical  processes  of  industry 
in  the  present  economic  system  and  form  of  organization 
are  reflected  in  a  change  in  the  relation  of  the  worker  to 
his  tool.  In  the  highly  developed  industry  of  the  United 
States,  technique  and  capitalist  organization  have  reached 
a  point  where  the  worker  no  longer  owns  the  tools  with 
which  he  works.  Hence  his  opportunity  for  creative  activity 
depends  upon  the  owners  of  the  machinery  used  by  the 
elaborate  association  of  workers  which  is  modern  industry. 
The  worker  is  dispossessed  of  his  tools,  and  does  not  know 
from  day  to  day  whether  he  will  be  employed  to  operate 
the  machinery  without  which  he  cannot  practice  his  trade. 
His  work  at  base  has  become  social,  but  his  share  in  pro- 
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duction  is  not  socialized  nor  safeguarded  by  a  social  guar- 
antee that  in  return  for  his  willingness  and  ability  to  tend 
a  machine  he  will  receive  the  primary  necessities  of  life. 

The  extreme  form  of  his  insecurity  is  unemployment 
without  social  insurance  or  other  form  of  compensation 
for  the  loss  of  his  opportunity  to  work.  Nor  is  this  an  indi- 
vidual matter.  It  is  the  mass  experience  which  justifies  the 
description  of  producers  today  as  "workers  without  tools." 
The  skilled  craftsman  who  owned  and  controlled  his  in- 
struments for  work,  purchased  his  own  supplies  and  sold 
his  product  to  a  customer,  cannot  compete  against  the  cor- 
poration which  employs  an  association  of  workers  using 
together  the  highly  developed  machinery  of  the  age  of 
power. 

Though  skill  of  hand  is  no  longer  needed,  the  age  of 
power  nevertheless  does  not  turn  men  into  automatons.  It 
demands  scientific  experiment,  and  most  machines  still 
require  operators.  Always  there  must  be  workers  with 
mechanical  skill  to  take  care  of  the  machinery.  Mechaniza- 
tion relieves  man  of  drudgery,  but  does  not  deprive  him  of 
all  need  to  think  or  to  acquire  knowledge.  The  scope  of 
necessary  knowledge  is  changed  from  manual  skill  to  the 
discoveries  and  applications  of  science.  In  part,  however, 
this  scientific  equipment  is  usually  a  function  of  the  man- 
agement, and  becomes  an  asset  of  ownership.  A  worker  has 
only  the  information  required  for  his  particular  job. 

In  its  first  effects,  any  fundamental  change  in  processes 
or  materials  involves  hazards  for  the  worker  who  does  not 
own  his  own  tools.  It  is  commonly  assumed  that  the  source 
of  difficulty  is  the  machine.  Workers  have  resisted  the  in- 
troduction of  machinery  on  the  ground  that  it  is  devised 
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to  speed  up  the  work  and  that  it  causes  unemployment  by 
displacing  workers. 

The  adverse  results  growing  out  of  the  use  of  machinery 
or  change  in  processes  or  materials  are  due  primarily  not 
to  the  machine  nor  the  progress  of  invention,  but  to  the 
limitations  to  planned  development  which  inhere  in  pri- 
vate ownership  or  possession  in  its  highly  organized  form, 
and  to  the  exploitation  of  labor  which  the  machine  intensi- 
fies. Moreover,  one  set  of  owners  is  in  conflict  with  another 
set  in  the  same  industry  or  in  a  competing  industry.  The 
acceleration  of  technical  progress,  which  in  the  first  in- 
stance is  to  the  credit  of  private  ownership,  is  later 
matched  by  retardation.  Ownership  is  seeking  new  ways 
of  winning  profits,  while  at  the  same  time  resisting  change 
which  menaces  investments.  The  need  for  wider  and  wider 
markets  for  the  increased  output  of  industry  demands 
wide  distribution  of  ultimate  purchasing  power.  This  is 
menaced  alike  by  unemployment  due  to  the  displacement 
of  labor  by  machinery,  and  by  the  declining  share  of  labor 
in  the  total  income  from  production. 

A  brief  summary  of  a  study  by  the  United  States  Bureau 
of  Labor  Statistics  as  to  "The  Ratio  of  Value  of  Produc- 
tion to  Wages  and  Their  Purchasing  Power  in  Manufac- 
turing Establishments,  1849-1929,"  is  contained  in  the 
following  quotation: 

In  1849  the  Average  yearly  earnings  of  persons  employed  as 
wage  earners  in  the  manufacturing  industries  covered  by  the 
United  States  Census  was  $248.  The  value  of  the  manufac- 
tured product  per  wage  earner  was  $1,065.  The  value  added 
to  the  raw  material  by  the  manufacturing  process  per  wage 
earner  in  1849  was  $4^5-  The  wage  earner  thus  received  in 
wages  23.3  per  cent  of  the  value  of  the  finished  product  and 
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51.1  per  cent  of  the  value  added  to  the  raw  material  by  rea- 
son of  his  labor. 

Fifty  years  later,  in  1899,  the  average  worker  in  manu- 
facturing establishments  was  receiving,  on  the  same  census 
basis,  $437  a  year.  However,  the  census  basis  changed  in  that 
year  and  on  the  new  basis  he  was  receiving  $426  per  year, 
which  was  17.6  per  cent  of  the  value  of  the  goods  produced 
and  41.6  per  cent  of  the  value  added  by  manufacture. 

By  1929  the  average  worker  was  receiving  $1,318  in  wages, 
the  value  of  the  goods  produced  had  risen  to  $8,006  per  capita 
of  workers  employed,  and  the  value  added  to  the  raw  material 
by  reason  of  his  labor  had  increased  to  $3,637  per  worker. 
However,  in  1929  the  worker  received  16.5  per  cent  of  the 
value  of  the  product  as  against  23.3  per  cent  in  1849,  an^ 

36.2  per  cent  of  the  value  of  the  product  added  as  against 
51.1  per  cent  in   1849.   (Handbook  of  Labor  Statistics,  1931 
Edition,  Bulletin  No.  541,  p.  614.) 

Translated  into  an  index,  these  statistics  mean  that  for 
every  $100  of  average  earnings  in  1849  the  wage-earner 
of  1899  had  $176.  But  industry  as  a  whole,  including 
labor,  received  for  every  $100  of  value  of  product  per 
wage-earner  $230;  and  for  every  $100  of  value  added  to 
the  raw  material  by  the  process  of  manufacture,  $219.80. 
The  proportion  of  the  value  of  the  product  paid  to  labor 
in  wages  was  23.2  per  cent  less  in  1899  than  in  1849.  Of 
the  value  of  the  product  added  to  raw  materials  in  the 
process  of  production,  wages  in  1899  were  19.8  per  cent 
less  than  fifty  years  earlier.  Meanwhile  wholesale  prices, 
which  may  roughly  measure  changes  in  the  cost  of  living, 
had  decreased  13.1  per  cent.  Thus  labor's  share  in  the 
value  of  the  product  had  decreased  more  than  wholesale 
prices. 

This  process  of  change  was  accelerated  in  the  next  thirty 
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years.  For  every  $100  of  average  earnings  in  1849,  tne 
labor  force  received  $431.50  in  1929,  but  the  value  of 
products  per  wage-earner  was  $651.70  for  every  $100 
eighty  years  earlier,  and  the  value  added  by  manufacture 
per  wage-earner  was  $649.90  as  compared  with  $100.  In 
other  words,  in  that  eighty-year  period  the  share  of  wage- 
earners  in  the  value  of  the  product  decreased  29.2  per  cent, 
and  their  share  of  the  value  added  by  manufacture  de- 
creased by  the  same  amount.  Wholesale  prices  had  by 
1929  increased  60.6  per  cent.  (Ibid.,  p.  615.) 

It  has  been  objected  by  critics  of  these  figures  that  the 
comparison  of  1929  with  1849  gives  the  impression  that 
this  decrease  in  the  share  of  labor  was  continuous,  whereas 
with  the  fluctuations  in  business  there  may  have  been  ups 
and  downs  in  the  relative  income  of  the  workers.  This 
objection  is  not  borne  out  by  such  statistics  as  are  given  for 
the  intervening  years,  though  it  is  true  that  these  are  only 
for  the  years  following  1899.  In  view,  however,  of  the 
crucial  importance  of  the  crisis  which  began  in  1929,  it  is 
worth  noting  that  in  the  twenty-year  period  before  it  there 
was  a  consistent  increase  in  average  yearly  earnings  and  a 
similarly  consistent  increase  in  the  value  of  product  per 
wage-earner,  broken  only  in  the  year  1921,  which  showed 
a  distinctly  lower  value  than  1919  (apparently  due  to  the 
industrial  depression  of  that  year)  j  and  a  similar  con- 
sistency in  the  value  added  by  manufacture,  broken  also 
in  19215  and  a  decline  in  labor's  share  of  the  total  value 
of  the  product  and  of  the  value  added  by  manufacture, 
which,  however,  were  not  entirely  consistent.  Compared 
with  1914,  labor's  share  of  the  total  value  was  greater  in 
1921,  1923,  1925  and  1927.  But  by  1929  it  fell  to  99.4 
as  compared  with  100  in  1909,  102.4  in  1914  and  a  high 
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mark  of  113.3  m  1921-  Meanwhile  retail  prices  of  food 
showed  an  index  of  176.8  in  1929,  as  compared  with  100 
twenty  years  earlier.  (Ibid.y  p.  616.) 

All  these  figures  show  a  gain  in  the  rate  of  output,  which 
is  not  matched  by  a  gain  in  the  total  purchasing  power 
distributed  in  wages.  If  we  were  to  add  a  careful  study 
of  prices,  for  which  the  data  are  not  fully  satisfactory,  we 
would  probably  find  a  still  greater  divergence  between  the 
rate  of  increase  in  output  and  the  change  in  the  ability  of 
the  masses  to  buy  the  products  of  industry. 

Several  consequences  emerge  from  these  figures,  brief 
and  schematic  as  they  are.  Clearly  they  indicate  the  in- 
creasing difficulty  in  selling  goods.  Competition  grows 
keener  when  the  market  fails  to  increase  its  capacity  to 
absorb  the  goods  for  sale.  But  even  more  significant  is 
the  indication  of  what  has  happened  to  wages  in  compari- 
son with  investments  in  machinery  and  equipment.  It  is 
readily  granted  that  the  necessity  to  pay  profits  to  private 
owners  in  order  to  get  capital  for  industry  has  been  a  mov- 
ing force  toward  the  search  'for  new  methods  and  new 
materials.  It  is  the  nature  of  the  capitalist  system,  and  no 
moral  judgment  is  involved  in  thus  stating  it.  On  the 
other  hand,  the  pressure  for  higher  wages  of  that  part  of 
the  labor  force  which  has  been  organized  in  trade  unions, 
namely,  the  skilled  craftsmen,  coupled  with  the  effort  to 
protect  the  worker  against  speed-up  by  some  restriction  on 
output  and  most  of  all  by  the  movement  for  shorter  hours, 
has  further  stimulated  a  search  for  labor-saving  devices. 
At  the  same  time  rising  prices  for  the  minimum  of  sub- 
sistence have  been  reflected  in  higher  wages,  which  in  turn 
lead,  as  we  have  noted,  to  the  introduction  of  labor-saving 
machinery. 
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All  these  forces  working  together  seem  to  be  moving  in 
the  direction  of  dispensing  altogether  with  labor  in  an 
automatic  machine  era.  The  movement  known  as  tech- 
nocracy, which  would  give  the  power  to  technique  in 
society  rather  than  to  the  demos  of  democracy,  burst  into 
prominence  in  the  early  '305  with  findings  by  engineers 
showing  this  tendency  toward  machinery  without  workers. 
The  interpretation  given  by  the  technocrats  was  that  the 
price  system  was  bound  to  break  down  under  the  pressure 
of  technical  advance,  and  that  unemployment  would  be- 
come so  widespread  as  to  result  in  the  collapse  of  the 
system  in  favor  of  control  by  technicians.  Curiously 
enough,  they  refrained  from  predicting  that  the  capitalist 
system  would  break  down;  they  limited  themselves  to  a 
discussion  of  the  "price  system." 

The  technocrats,  however,  overemphasized  the  "factor 
of  acceleration,"  without  noting  the  counter-influence  of 
retardation  in  the  use  of  machinery  and  new  inventions. 
Cotton-picking  could  be  done  by  machine,  thus  eliminating 
human  drudgery  which  has  serious  consequences  for  the 
workers  and  for  the  children  of  the  poor  in  the  South.  But 
the  labor  thus  used  and  exploited  is  "cheaper"  than  the 
machine,  and  so  hand  work  continues.  In  other  words, 
profits  are  made  from  the  labor  force  j  and  when  an  invest- 
ment in  machinery  promises  less  in  profits,  the  industry 
does  not  install  it.  If,  on  the  other  hand,  machines  were 
to  be  introduced  there  would  be  no  plan  for  taking  care  of 
the  displaced  labor  j  neither  the  individual  manufacturer 
nor  the  industry  as  a  whole  is  held  accountable  for  the 
unemployment  caused  by  mechanization. 

This  retardation  also  occurs  by  a  form  of  the  law  of 
diminishing  returns  in  the  highly  developed  machine  and 
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metal  industries.  For  example,  in  the  manufacture  of  auto- 
mobiles the  proportion  of  labor  costs  to  total  costs  of  pro- 
duction is  already  so  small  that  it  is  less  and  less  worth 
while  to  introduce  expensive  new  machines.  Thus  there 
comes  a  point  in  technical  progress  stimulated  by  profit- 
making,  when  the  reverse  influence  sets  in  and  retardation 
leads  straight  to  obsolescence.  The  productive  forces  which 
the  creative  skill  of  inventors  and  the  technical  knowledge 
of  machinists  could  release  are  held  in  check  because  in- 
creased investments  will  not  bring  larger  returns. 

Purchase  of  machinery  is  a  capital  investment  which 
makes  a  claim  upon  production  for  interest  and  replace- 
ment before  profits  can  be  taken.  In  other  words,  technical 
progress  which  demands  new  investments  actually  creates 
a  burden  of  debt  for  capital  to  pay.  It  lessens  relatively  the 
payments  to  labor,  since  the  effort  to  decrease  labor  cost 
has  been  a  motive  toward  increased  investment  in  machin- 
ery. In  all  this  the  conflict  sharpens  between  the  claim  of 
labor  and  the  claim  of  capital  upon  the  available  surplus 
which  determines  payments  to  labor  above  a  subsistence 
level  and  profits  for  capital  over  and  above  the  fixed 
charges  for  debt. 

As  the  pressure  of  debt  grows  heavier,  the  financing  of 
industry  becomes  the  controlling  function.  Those  business 
enterprises  can  best  survive  which  are  closest  to  the  finan- 
cial power.  The  corporate  form  of  ownership  and  the  in- 
creasing concentration  of  control  in  a  relatively  small  num- 
ber of  corporations  are  inevitable  developments  arising 
out  of  the  conflict  between  technical  progress  and  the 
inability  of  private  ownership  to  maintain  its  rate. 

If  wages  were  raised  sufficiently  to  make  a  substantial 
difference  in  purchasing  power,  costs  of  production  would 
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increase  to  the  point  of  still  further  jeopardizing  profits. 
Even  the  apparently  simple  procedure  of  decreasing  hours 
of  work  in  order  to  spread  employment  becomes  a  cause 
of  sharp  conflict.  Labor  seeks  reduction  of  hours  in  order 
not  only  to  lessen  fatigue  and  to  gain  leisure  but  to  increase 
the  rate  of  pay  per  hour.  Employers,  while  prevented 
from  giving  full  employment  because  of  inability  to  sell 
the  total  output,  nevertheless  resist  the  shortening  of  the 
working  week  under  the  terms  demanded  by  labor — 
namely,  shorter  hours  at  the  same  wages — because  this 
means  a  higher  rate  of  pay  per  hour  and  would  increase 
labor's  share  in  the  value  of  the  product  while  decreasing 
the  proceeds  available  for  the  claims  of  capital. 

First  the  workers  are  deprived  of  their  tools,  which  are 
possessed  by  those  who  own  the  business  through  invest- 
ment of  capital.  These  owners  and  the  economic  forces  and 
arrangements  by  which  they  operate  determine  the  rate 
of  development  of  machinery,  the  process  of  work,  and,  in 
the  last  analysis,  whether  the  worker  will  have  a  job.  The 
insecurity  of  the  worker  dispossessed  of  his  tools  becomes 
the  greater  as  technical  progress  increases. 

On  the  other  hand,  the  resources  for  security  of  society 
are  far  greater  as  technical  progress  gives  control  over  raw 
materials  and  insures  the  continued  possibility  of  meeting 
man's  needs.  Machines  without  workers  might  in  the  last 
analysis  free  humanity  from  fear  of  famine  and  establish 
a  new  material  basis  for  civilization  5  but  only  if  the  sys- 
tem of  production  and  distribution  were  such  as  to  permit 
the  whole  body  of  workers  to  utilize  fully  the  mechanized 
industry.  Work  as  a  primary  necessity  of  the  human  being 
would  then  take  different  forms,  since  fewer  individuals, 
working  very  much  shorter  hours,  would  probably  suffice 
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for  the  care  of  machinery.  This,  however,  is  obviously 
very  far  in  the  future,  and  at  present  we  have  a  society  in 
which  machines  do  not  operate  themselves.  Large  num- 
bers of  workers  are  needed  to  supply  the  wants  of  the 
community  -y  yet  the  problem  of  unemployment  and  of 
actual  scarcity  arises  in  an  economic  crisis,  when  it  is  not 
profitable  to  produce. 

Meanwhile  it  appears  that  the  economic  crisis  is  a  turn- 
ing point  in  technical  progress.  There  are  signs  that  accel- 
eration has  turned  to  retardation  and  that  progress  has 
given  place  to  obsolescence  as  a  static  condition.  Industry 
seeks  to  maintain  its  investments  and  its  return  to  capital 
by  lowering  wages  and  speeding  up  the  worker  instead 
of  relieving  him  of  drudgery  by  the  use  of  improved 
machinery. 

Machinery  without  workers  is  pictured  by  the  techno- 
crats. It  is  not  likely  to  be  realized  so  long  as  production, 
burdened  by  debt,  can  find  no  way  out  of  its  decline  but 
by  still  further  lowering  the  purchasing  power  of  wage- 
earners  and  salaried  workers  who  are  the  consumers. 

In  summarizing  the  relation  of  the  worker  to  the  ma- 
chine, it  may  be  said  that  recurrent  unemployment  due  to 
industrial  depression  has  been  at  all  times  an  interruption 
to  the  technical  progress  of  the  United  States.  The  possi- 
bility of  permanent  interruption  through  unemployment 
due  to  machinery  without  workers  had  already  begun  to 
threaten  in  the  period  of  boom  before  1929.  It  is  inter- 
esting to  trace  the  phases  of  technological  unemployment 
in  a  single  important  industry,  that  of  the  railroads,  whose 
workers  were  being  laid  off,  in  the  middle  of  the  decade 
of  the  1920*8,  at  the  same  time  that  the  amount  of  freight 
carried  by  the  railroads  was  increasing. 
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The  whole  problem  of  the  railroad  worker  and  the 
decline  in  his  earnings  became,  indeed,  a  subject  of  legis- 
lation. The  Emergency  Railroad  Transportation  Act  of 
1932  prohibited  the  railroad  companies  from  introducing 
changes  which  would  decrease  the  number  of  employes 
below  the  level  existing  when  the  law  was  passed,  or 
change  the  conditions  to  the  disadvantage  of  the  workers. 
The  introduction  of  these  clauses  into  the  law,  although 
they  were  directly  opposed  by  railroad  management,  was 
an  indication  of  the  organized  strength  of  the  railroad 
workers.  In  December  1935,  the  whole  problem  was 
brought  forward  for  renewed  discussion.  It  was  pointed 
out  that  projects  had  had  to  be  abandoned  by  the  Co-ordi- 
nator  of  Transportation  (an  office  established  by  the  Emer- 
gency Act)  because  they  would  have  resulted  in  dismissal 
of  workers  or  reduction  in  rates  of  pay.  The  economies 
abandoned  were  said  to  have  promised  to  save  hundreds 
of  millions  of  dollars  for  the  railroads.  As  a  result  of  the 
conflict  between  labor  and  management  on  this  point, 
union  officials  took  the  initiative  in  asking  the  Association 
of  American  Railroads  to  confer  regarding  the  displace- 
ment of  workers  as  a  result  of  the  "co-ordination  of 
facilities,"  and  a  joint  committee  was  appointed  for  this 
purpose.  (New  York  Times,  December  21,  1935.)  It  is 
significant  that  already  the  railroad  workers,  influenced  by 
their  decline  in  economic  status,  had  become  advocates  of 
government  ownership  of  the  railroads. 

As  "technological  unemployment"  became  a  common 
phrase  in  recognition  of  the  general  menace,  other  forces, 
arising  out  of  excess  investments  in  technical  progress, 
came  into  play.  These  forces  might  have  been  expected 
to  slow  down  a  too  rapid  change  in  machinery  in  the  in- 
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terest  of  keeping  labor  employed  at  a  sufficient  rate  of 
wages  to  bring  consumption  more  nearly  into  balance  with 
production.  But  at  that  point  the  cumulative  claim  of  pos- 
session upon  industry  stimulated  efforts  to  decrease  wages, 
or  at  least  to  stabilize  them  at  a  lower  level.  Industry 
then  began  to  restrict  production  in  the  hope  of  maintain- 
ing profits,  thus  destroying  the  source  of  wealth  from 
which  are  derived  both  labor's  income  and  capital's  profits. 
In  this,  the  most  serious  of  all  economic  crises,  the  pos- 
sessor's claim  seemed  to  have  priority  as  compared  with 
that  of  the  worker  and  the  creative  force  which  is  labor. 
If  the  power  of  the  possessor  be  used  thus  to  destroy  the 
means  of  production  which  he  possesses,  his  will  be  a 
problematical  victory. 

Thus  the  individual  worker  is  shown  to  have  little,  if 
any,  control  over  the  forces  which  lead  to  intensification 
of  his  labor.  This  may  be  accomplished  either  by  speeding 
up  the  individual,  or  by  increased  mechanization.  The 
trend  toward  intensification  of  labor  becomes  greater 
always  in  the  period  of  revival  following  a  panic.  Industry 
seeks  the  way  out  by  lowering  costs  of  production.  "Labor 
cost"  is  an  important  item.  The  conflict  arises  between 
owners  and  workers.  Organized  workers  are  able  to  resist 
for  a  time  their  displacement,  or  the  decrease  of  their 
wage  in  proportion  to  output.  In  the  dynamic  development 
of  American  industry,  it  is  at  this  point  that  the  conflict 
between  capital  and  labor  becomes  most  intense.  It  is  the 
root  cause  of  the  opposition  of  American  industrial  man- 
agement to  the  organization  of  trade  unions  which  would 
impose  barriers  to  management's  freedom  to  change  the 
wage  bargain. 

It  seems  clear  that  the  worker  in  industry  in  America 
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can  have  no  individual  basis  for  economic  democracy.  Only 
the  collective  action  which  follows  logically  from  the  co- 
operative association  of  workers  in  production  can  achieve 
a  measure  of  economic  democracy. 

FARMERS   WITHOUT    LAND 

Land  and  its  close  partner,  water,  have  been  regarded 
always  as  primary  resources  for  physical  existence.  From 
the  soil  comes  material  for  food  for  human  beings  and 
for  the  animals  which  feed  and  serve  them.  The  soil  is  also 
the  medium  for  many  chemicals,  and  in  it  are  found  metals 
for  construction  and  minerals  for  fuel.  The  quality  of  the 
soil  and  the  accessibility  of  water  supply  have  largely  de- 
termined settlements  and  migrations  of  peoples.  Small 
wonder,  then,  that  the  possession  of  land  has  been  assumed 
to  give  power  and  independence  to  individuals  and  to 
nations.  To  be  sure,  explorers  have  often  been  lured  not 
by  land  and  the  prospect  of  cultivating  it,  but  by  the  dis- 
covery of  easy  riches  in  the  form  of  gold  and  silver.  But 
for  permanent  settlement  the  potentialities  of  the  soil  have 
determined  the  well-being  of  the  people.  It  has  been  said 
that  the  early  explorers  and  settlers  of  the  New  World, 
seeking  precious  metals,  found  the  potato  and  the  tobacco 
leaf. 

In  an  earlier  chapter  it  has  been  noted  that  migrations 
to  the  West  followed  depressions  in  the  East.  Though 
some  of  these  migrations,  notably  in  1849  and  J859,  were 
stimulated  by  the  discovery  of  gold,  first  in  California  and 
then  in  Colorado,  the  pioneers  soon  faced  the  necessity  for 
cultivation  of  the  soil  before  the  newly  established  com- 
munity could  realize  the  value  of  new-found  possessions. 
While  these  discoveries  in  certain  areas  contributed  to  the 
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economic  resources  o£  the  country,  a  much  larger  contri- 
bution came  in  the  less  dramatic  pioneering  for  land  set- 
tlement and  cultivation  of  farms  in  the  steady  opening  up 
of  one  area  after  another  from  East  to  West.  Always,  as 
has  been  noted,  these  possibilities  along  the  line  of  the 
frontier  provided  an  opportunity  for  workers  discouraged 
by  industrial  depression  j  new  fields  also  were  offered  for 
investment  and  thereby  stimulated  revivals  from  the  fre- 
quent panics  of  the  nineteenth  century. 

Indeed  it  may  be  said  that  the  ?49ers,  seeking  gold  in 
California,  and  the  J59ers,  journeying  to  Colorado,  were 
moved  by  the  same  speculative  spirit  as  the  J29ers  in  Wall 
Street.  But  the  California  and  Colorado  pioneers  were 
seeking  a  tangible  material  good,  and  they  set  to  work  to 
organize  economic  life  in  the  states  to  which  they  had 
migrated.  The  '29ers  were  seeking,  through  manipula- 
tion of  the  financial  system,  to  "make  money"  out  of 
finance,  which  laid  a  crushing  burden  upon  the  production 
system,  rather  than  to  develop  it  in  a  new  era  of  expan- 
sion. While  the  '49ers  and  the  559ers  began  to  organize 
production  in  their  own  areas,  the  529ers  could  act  only 
along  the  lines  of  the  highly  developed  financial  and  mo- 
nopolistic system,  with  its  tendency  and  its  power  in  crisis 
to  restrict  output,  to  throw  workers  out  of  employment 
and  to  lower  wages  in  order  to  cut  costs  of  production. 
Beyond  these  methods  were  the  possibilities  of  manipula- 
tion of  the  money  mechanism  itself,  which  gave  rise  to 
new  conflicts  in  the  dilemma  of  unstable  money  or  the 
chaos  of  declining  prices. 

Despite  the  closing  of  the  frontier  the  opinion  has  per- 
sisted that  the  way  out  for  this  nation  or  for  any  other 
country  is  for  its  people  to  go  back  to  the  soil,  where  the 
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individual  can  once  more  establish  his  contact  with  the 
primary  resources  for  the  physical  necessities  of  life  and 
become  independent  as  the  farmer  is  supposed  to  be.  In  the 
effort  to  solve  the  problems  of  the  unemployed  in  the  de- 
pression of  the  '303  the  plan  for  "subsistence  homesteads" 
was  part  of  the  program  of  the  government,  and  this  de- 
spite the  fact  that  the  problem  of  the  farmer  has  been  one 
of  the  most  crucial  in  the  period  of  depression. 

Here  then  is  an  anomaly.  The  farmer,  who  is  closest 
to  the  soil  and  who  to  all  appearances  is  an  independent 
individual,  owning  his  land,  tilling  it  with  the  aid  of  his 
family  and  occasional  hired  hands,  is  nevertheless  appar- 
ently unable  to  secure  a  fair  share  in  the  total  product  of 
the  economic  system  in  this  rich  land  in  which  he  is  a 
primary  producer.  The  well-known  disparity  between  the 
prices  which  he  receives  for  his  products  and  the  prices 
which  he  must  pay  for  manufactured  goods,  is  the  meas- 
ure of  a  declining  share  in  total  production  even  more 
marked  than  the  decline  in  labor's  share  in  the  manufac- 
turing industries. 

When  the  depression  of  1921  succeeded  the  brief  boom 
following  1919,  the  farmer's  situation  was  recognized 
as  serious.  The  President's  Conference  on  Unemployment, 
meeting  in  September  1921  under  the  chairmanship  of 
Herbert  Hoover,  had  this  to  say  about  agriculture: 

If  the  buying  power  of  the  different  elements  of  the  com- 
munity is  to  be  restored,  then  these  levels  must  reach  nearer  a 
relative  plane.  For  example,  the  farmer  cannot  resume  his  full 
consuming  power  and  thus  give  increased  employment  to  the 
other  industries  until  either  his  prices  increase  or  until  more  of 
the  other  products  and  services  come  into  fair  balance  with  his 
commodities,  and  therefore  the  reach  of  his  income.  (Report 
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of  the  President's   Conference  on    Unemployment >   1921,  p. 

23-) 

There  followed  a  series  of  index  numbers  (Ibid.,  pp. 
23-25)  based  upon  100  as  the  level  for  1913,  which 
showed,  for  example,  that  in  1921  freight  rates  were  at  a 
level  of  187  to  209,  while  the  average  price  to  the  pro- 
ducer of  farm  crops  was  only  109.  Coal  was  rated  at  198 
for  anthracite  and  186  for  bituminous,  but  wheat  was  128, 
compared  again  with  bread  at  retail  at  an  average  of  173. 
The  cotton  grower  received  $105  in  1921  where  he  had 
received  $100  in  1913,  but  the  advance  could  by  no  means 
cover  the  higher  price  he  had  to  pay  for  freight,  for  coal, 
or  for  his  shoes,  which  had  an  index  of  225  at  wholesale. 
The  average  of  union  wage  scales  was  given  as  about  173, 
compared  with  100  in  1913;  but  as  these  refer  to  union 
scales,  they  must  be  regarded  as  a  maximum  rather  than 
an  average.  The  estimated  index  of  non-union  wages 
was  about  136.  These  do  not  take  account  of  irregularity 
of  employment.  They  represent  hourly  wage  rates,  not 
earnings.  But  they  give  some  measure  of  the  disparity  in 
the  position  of  the  farmer  as  compared  with  the  skilled 
industrial  worker.  It  must  be  remembered,  however,  that 
the  skilled  industrial  worker  in  the  city  has  no  roof  of  his 
own  over  his  head,  nor  access  to  food  except  what  he  buys 
in  the  market.  In  short,  both  the  wage-earner  in  the  city 
and  the  farmer  are  menaced  by  the  general  insecurity ; 
neither  receives  increases  of  income  proportionate  to  rise 
in  prices  for  goods  which  both  workers  and  farmers  must 
buy. 

The  Conference  adopted  recommendations   regarding 
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"permanent  measures  affecting  agriculture,"  in  which  the 
relatively  disadvantageous  position  of  the  farmer  received 
further  emphasis. 

In  the  field  of  all  the  different  industries  and  occupations  the 
rapidity  of  recovery  will  depend  greatly  upon  the  speed  of 
proportionate  adjustment  of  the  inequalities  in  deflation.  .  .  . 
Agriculture  has  reached  an  unduly  low  plane,  while  transpor- 
tation, coal,  and  some  branches  of  the  construction  industries 
are  of  the  highest  [measured  by  index  numbers  compared  with 
1913].  It  will  also  be  observed  that  there  is  an  entire  dis- 
proportion between  the  price  of  the  primary  commodities  and 
the  ultimate  retail  price.  These  disproportionate  increases  in  the 
progressive  stages  of  distribution  are  due  to  increased  costs  of 
transportation,  and  large  profits,  interest,  taxes,  labor,  and 
other  charges.  (Ibld.y  p.  150.) 

The  Committee  on  Agriculture  of  the  Conference  pro- 
vided a  more  detailed  analysis.  It  began  with  the  state- 
ment that  agriculture  is  an  industry  "employing  more 
workers  and  involving  an  aggregate  investment  far  greater 
than  in  any  other  industry."  (Ibid.,  p.  152.)  Here  is  an 
indication  that  the  farmer  does  not  stand  apart  from  the 
prevailing  economic  system,  but  through  investment  of 
capital  is  subject  to  the  same  kind  of  claim  on  the  part  of 
the  possessor  as  is  laid  upon  other  producers.  Moreover, 
the  agricultural  industry  is  tied  to  all  other  industries  for 
which  it  provides  materials: 

This  industry  provides  more  than  half  of  the  raw  materials 
used  in  manufactures,  [and]  furnishes  approximately  50  per 
cent  of  the  gross  freight  revenue  of  the  railroads.  (Ibid.,  p. 

152.) 
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In  turn,  the  other  industries  are  dependent  upon  farm- 
ing, which  "makes  a  consumers'  market  for  40  per  cent  of 
all  manufactured  goods."  Yet 

the  purchasing  power  of  the  farmer  has  been  so  greatly  re- 
duced that  he  is  not  buying  his  usual  supplies.  He  cannot.  In 
the  case  of  farm  implements  the  purchases  have  been  reduced 
to  one-third  of  the  amount  bought  in  previous  years  .  .  . 
much  of  the  industrial  distress  and  unemployment  in  the  cities 
grows  out  of  the  fact  that  the  prices  received  by  farmers  en- 
able them  to  buy  only  about  half  as  many  manufactured  pro- 
ducts at  the  prices  asked  as  they  purchased  in  normal  times. 
(Ibid.,  p.  153.) 

The  Committee  declared  that  there  was 

no  acute  problem  of  unemployment  in  the  agricultural  industry. 
On  the  contrary,  this  industry  is  absorbing  or  at  least  providing 
a  haven  for  great  numbers  of  unemployed  from  the  industrial 
centers.  In  the  face  of  falling  prices  and  vanishing  profits 
farmers  have  maintained  their  production  of  food  and  other 
raw  materials  even  when  they  had  no  assurance  or  reasonable 
hope  of  receiving  for  their  products  a  price  equal  to  their  pro- 
duction costs.  (Ibid.,  p.  153.) 

Naturally  it  had  been  necessary  for  the  farmers  to  turn 
to  the  banks.  First  they  had  drawn  on  their  own  resources: 
"Many  farmers  have  lost  their  savings  of  a  lifetime." 
Then  they  took  loans: 

Cotton  farmers,  for  example,  have  willingly  accepted  from 
banks  advances  of  $10  per  month  with  which  to  pay  their 
laborers  with  nothing  advanced  for  the  living  of  their  own 
families.  (Ibid.y  p.  153.) 

Curiously  the  report,  perhaps  because  of  its  auspices,  had 
nothing  to  say  about  the  more  far-reaching  and  funda- 
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mental  relationship  of  the  farmer  with  the  banks  in  the 
obligation  for  heavy  mortgages  taken  in  days  of  rising 
prices  when  money  was  seeking  profitable  investment,  thus 
resulting  in  expansion  of  agricultural  acreage  and  produc- 
tion, which  is  the  farmer's  way  of  seeking  increase  in  his 
income.  Ten  years  later,  in  the  crisis  of  the  early  '308,  the 
government,  by  making  arrangements  for  destroying  crops 
or  taking  land  out  of  cultivation,  tried  to  teach  the  farmer 
the  way  of  the  manufacturer  in  keeping  production  down 
in  order  to  increase  profits.  To  the  farmer  this  has  been 
an  anomaly.  It  is  not  he  who  has  "made  money"  out  of 
investments  in  farm  mortgages,  and,  therefore,  to  him 
the  manipulation  of  prices  to  make  profits  by  destroying 
and  restricting  production  is  wholly  contrary  to  the  natural 
impulse  which  leads  him  to  plant  more  crops  to  make  a 
better  living.  In  other  words,  although  he  operates  within 
the  increasingly  complex  creditor-debtor  relationship,  his 
actual  production  is  still  determined  by  himself,  in  con- 
trast to  the  situation  of  the  industrial  worker,  who  has  no 
part  in  the  decision  to  produce  or  not  to  produce. 

The  recommendations  of  the  Committee  on  Agriculture, 
compared  with  reports  of  the  other  Conference  commit- 
tees, bring  out  quite  unconsciously  the  conflicts  of  interest 
between  agriculture  and  other  branches  of  production.  For 
example,  "railroad  freight  rates  on  commodities  trans- 
ported to  and  from  the  farm  must  be  substantially  reduced 
without  delay."  (Ibid.,  p.  154.)  Yet  the  Committee  on 
Transportation  did  not  recommend  lower  rates,  but  merely 
"readjustment  of  railway  rates  to  a  fairer  basis  of  the  rela- 
tive value  of  commodities,  with  special  consideration  of  the 
rates  upon  primary  commodities,  at  the  same  time  safe- 
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guarding  the  financial  stability  of  the  railroads."  (Ibid., 
p.  119.) 

Again,  the  Committee  on  Agriculture  declared  that  "the 
prices  of  materials,  farm  implements  and  supplies  must 
be  adjusted  to  the  price  level  of  farm  products.  Manu- 
facturers and  dealers  must  realize  that  farmers  cannot  at 
present  price  levels  resume  normal  buying  and  thereby  re- 
store normal  employment."  (Ibid.,  p.  154.)  The  Commit- 
tee on  Construction  Industries  did  not  indicate  the  possi- 
bility of  merely  readjusting  prices,  but  found  the  necessity 
for  "a  complete  and  prompt  removal  of  unnecessary  handi- 
caps, restrictions,  and  limitations,  both  direct  and  indirect, 
these  including  credit,  freight  rates,  priorities,  undue  costs 
in  relation  to  labor  and  materials,  wasteful  building  codes, 
and  the  like."  (Ibid.,  p.  117.) 

Moreover,  "the  aggregate  of  charges  between  the 
farmer  and  the  food  consumer  is  excessive  and  the  way 
should  be  found  to  reduce  them.  In  August,  1921,  the 
index  of  producer's  price  on  beef  cattle  (as  compared  with 
the  year  1913)  was  91,  while  the  index  of  wages  in  meat- 
packing plants  was  186,  of  freight  rates  on  dressed  meat, 
214,  and  the  index  of  retail  meat  prices  varied  from  112 
to  1 6 1."  (Ibid.y  p.  154.)  Employes  in  meat-packing  plants 
and  workers  in  the  building  trades,  of  whom  both  groups 
carry  large  burdens  of  unemployment,  seasonal  and 
cyclical,  who  live  in  cities  and  pay  high  prices  for  food 
and  housing,  would  not  have  found  in  these  recommenda- 
tions for  reduced  costs,  that  might  benefit  the  farmer,  a 
way  out  for  them  and  their  fellow  workers.  Likewise  the 
workers  on  railroads  could  not  have  accepted  fully  the  im- 
plications that  railroad  wages  were  too  high,  in  the  report 
of  the  Committee  on  Transportation,  nor  the  implied 
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necessity  of  lowering  costs,  including  labor  costs,  in  order 
that  freight  rates  might  be  reduced  for  agricultural  prod- 
ucts. 

The  relation  of  the  farmer  to  the  banks  was  illustrated 
in  the  recommendation  that 

better  credit  facilities  must  be  provided  for  agriculture  which 
will  furnish  funds  for  production  and  orderly  marketing  for 
long  periods  suited  to  the  requirements  of  the  industry,  at  rea- 
sonable rates  of  interest.  ...  A  recent  nation-wide  referen- 
dum showed  that  tens  of  thousands  of  farmers  have  been  paying 
6  to  10  per  cent  interest  plus  2  to  10  per  cent  brokerage  on 
borrowed  money.  (/£«£.,  p.  I54-) 

The  farmer  was  invited  to  maintain  his  production  by 
more  borrowing  and  to  accept  thereby  the  claim  upon  his 
future  production  and  upon  his  ownership  of  the  land 
itself, — an  ownership  which  is  indispensable  if  he  is  to 
own  the  produce  of  his  labor.  A  lower  rate  of  interest  was 
also  advocated,  however. 

Involvement  in  international  trade  was  recognized.  Ex- 
ports of  agricultural  products  were  to  be  stimulated  "with 
the  aid  of  our  merchant  marine  and  foreign  credits,  and 
by  such  other  proper  means  and  encouragements  as  will 
aid  foreign  commerce."  (Ibid.,  p.  154.) 

At  that  moment  the  nation  was  beginning  to  worry 
about  the  possibility  of  collecting  its  foreign  credits  loaned 
during  the  period  of  the  war  and  afterward  j  yet  their 
repayment  was  becoming  more  difficult  with  the  demand  in 
the  United  States  for  higher  tariffs  for  the  protection  of 
industry.  Our  higher  tariff  and  the  debts  of  foreign  coun- 
tries to  us  resulted  in  restricting  foreign  markets  for  our 
agriculture.  The  illusion  of  reconciling  this  conflict  between 
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a  high  tariff  for  manufactures  and  a  low  tariff  to  permit 
agricultural  exports  was  embodied  in  the  recommendation 
that  "any  tariff  legislation  which  may  be  enacted  should 
develop  and  maintain  .a  just  economic  balance  between 
agriculture  and  other  industries  and  treat  fairly  both  pro- 
ducers and  consumers."  (Ibid.,  p.  154.) 

The  relation  of  agriculture  to  war  and  the  place  of  the 
farm  in  revival  after  an  industrial  depression  were  thus 
defined: 

History  is  repeating  itself.  Previous  wars  have  been  followed 
by  periods  of  depression  which  have  in  turn  been  followed  by 
prosperity.  Prosperity  has  come  with  the  revival  of  agriculture, 
which  has  provided  an  expanding  domestic  market  for  manu- 
factured products,  thus  restoring  industrial  activity  with  the 
employment  of  all  classes  of  labor.  This  course  of  events  is 
inevitable.  We  can  only  hasten  or  retard  its  progress. 

The  production  of  our  farms,  supplemented  by  raw  materials 
from  the  mines,  can  provide  the  subsistence  which  will  enable 
all  industry  to  prosper.  The  adjustment  will  be  hastened  by 
the  honest  co-operation  of  all  intelligent  and  thoughtful  people. 
One  of  the  chief  factors  will  be  the  renewal  and  promotion  of 
habits  of  industry  and  thrift  by  citizens  and  by  the  govern- 
ment. (Ibid.,  pp.  154  and  155.) 

This  appeal,  coming  from  a  committee  meeting  under 
government  auspices,  was  made  early  in  a  decade  at  the 
close  of  which  the  farmer's  situation  was  even  worse.  Was 
it  lack  of  "honest  co-operation  of  all  intelligent  and 
thoughtful  people"  or  the  failure  to  renew  and  promote 
"habits  of  industry  and  thrift"?  Or  was  it  the  result  of 
deepseated  causes  of  conflict  between  agriculture  and  in- 
dustry and  the  farmer's  increasing  burden  of  debt,  fol- 
lowed by  the  loss  of  his  land  in  favor  of  the  mortgage 
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holder  or  the  political  division  to  which  he  had  not  paid 
his  taxes? 

On  February  13,  1933  the  New  York  Times  carried  a 
special  article  by  Russell  Owen,  based  upon  letters  to  Con- 
gressmen. 

There  is  probably  no  more  accurate  mirror  of  the  people's 
thought  than  mail  received  by  Congressmen,  and  in  the  last 
two  or  three  months  the  tone  of  these  letters  has  changed 
radically.  From  being  argumentative,  suggestive  and  full  of 
mildly  phrased  panaceas  for  national  ills,  they  have  become 
violent,  denunciatory,  and  more  often  pathetic,  in  the  picture 
they  sketch  of  conditions  in  the  agricultural  sections  of  the 
United  States. 

The  daily  news  had  previously  carried  many  accounts 
of  the  revolt  of  the  farmers  and  their  demonstrations  to 
prevent  the  sale  of  their  farms  for  taxes  and  under  fore- 
closures of  mortgages.  Concerning  the  causes  of  these 
evidences  of  discontent  over  conditions  no  longer  to  be  tol- 
erated letters  were  examined,  "taken  at  random  from  the 
mail  of  the  last  few  months.  They  are  from  men  who  are 
not  normally  radical  in  their  viewpoint — from  formerly 
prosperous  farmers,  small-town  bankers,  lawyers,  real  es- 
tate men,  insurance  agents,  heads  of  mortgage  and  loan 
companies  and  merchants."  In  contrast  with  a  few  months 
earlier,  when  letters  of  this  kind  had  shown  "only  a  sad 
bewilderment  at  the  financial  swamp  in  which  they  were 
sinking,  appeals  for  help  and  angry  protests,"  now  the 
predominant  emotion  was  said  to  be  "fear  of  greater  eco- 
nomic and  business  chaos,  fear  of  revolution."  To  avert 
these  dangers,  certain  demands  were  made. 
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The  most  insistent  demand  found  in  these  letters  is  for  cur- 
rency inflation.  .  .  .  They  don't  particularly  care  what  hap- 
pens to  industry  and  to  the  wage  earner  as  the  result  of 
inflation.  They  want  something  with  which  to  pay  their  debts, 
for  they  see  themselves  as  a  people  living  in  the  midst  of  plenty 
but  with  absolutely  no  money  to  meet  their  bills. 

Other  claims  centered  around  the  demand  for  relief 
from  the  pressure  of  "taxes  which  they  cannot  meet,  and 
which  take  from  them  their  farms  and  homes."  They  de- 
manded relief  from  this  burden,  economy  in  government 
and  the  elimination  of  abuses  in  "the  administration  of  the 
farm  loans,  the  lack  of  discretion  which  permits  a  land 
bank  to  exact  the  last  dollar  from  a  farmer  who  needs  it 
for  his  spring  planting."  They  were  against  cancellation 
of  international  debts,  and  were  convinced  that 

the  United  States  has  been  more  solicitous  of  her  foreign 
creditors  than  of  the  farmers  and  small  business  men.  The 
farmer  points  out  that  he  has  been  facing  the  depression  for 
ten  years;  that  he  was  the  original  victim  of  inflation  for  the 
benefit  of  industry.  There  was  no  heed  paid  to  his  demands 
for  relief  so  long  as  industry  was  booming,  the  Westerner 
argues,  and  now  he  does  not  see  why  anyone  should  balk  at 
inflation,  which  would  help  him,  even  if  the  rest  of  the  coun- 
try suffered. 

One  letter  quoted  may  be  cited  here,  since  statistics  of 
the  rate  of  mortgage  foreclosures  and  the  burden  of  debt 
upon  the  farmer's  land  could  not  better  express  the  situa- 
tion. The  letter  was  addressed  to  a  bank. 

I  am  going  to  let  you  foreclose  on  the  farm,  as  I  do  not 
have  any  way  of  raising  the  money  to  meet  the  payments  and 
taxes.  I  thought  maybe  the  bank  with  the  second  would  try 
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and  carry  me  over  until  I  could  realize  something  out  of  the 
crop,  but  they  have  not  done  so.  With  two  short  crops  in  '30 
and  '31  where  I  had  to  use  other  money  to  keep  up  on  the 
payments  and  the  taxes  and  you  getting  this  crop  which  will 
not  make  the  payments  at  present  prices. 

I  am  not  laying  down  on  the  payments  or  the  crop  on 
account  of  hard  feeling  toward  you,  but  because  I  am  unable 
to  do  otherwise.  I  know  what  condition  you  are  in. 

The  reporter  declares  that  this  is  an  unusually  tolerant 
attitude  toward  the  banks  and  does  not  reflect  the  mood 
of  the  majority  of  the  farmers  in  the  same  straits.  From 
the  president  of  a  mortgage  company  comes  a  statement 
confirming  this: 

Business  is  at  a  standstill;  it  is  paralyzed.  Revolt  against  gov- 
ernment is  occurring  daily.  Decrees  of  court  are  being  physi- 
cally opposed.  Owners  of  equities  do  not  propose  to  be  divested 
of  their  farms  even  if  they  are  compelled  to  resort  to  physical 
violence.  The  militia  of  this  state  will  not  fire  to  kill  when 
called  upon  to  suppress  these  disorders.  This  revolt  is  spreading 
like  a  prairie  fire. 

Here  is  first-hand  evidence  of  the  great  difficulties  faced 
by  the  farmers.  The  Agricultural  Adjustment  Act,  which 
took  effect  in  June,  1933,  undertook  to  help  the  farmer  to 
increase  his  prices  by  decreasing  his  crops.  He  was  to  be 
compensated  for  these  restrictions  by  payments  made  from 
taxes  on  the  processors — the  industries  engaged  in  pre- 
paring foods  or  manufacturing  goods  from  agricultural 
products.  The  fate  of  the  Agricultural  Adjustment  Act  at 
the  hands  of  the  Supreme  Court  has  been  described  in 
Chapter  II.  Reference  has  also  been  made  to  the  Farm 
Mortgage  Moratorium  Act,  the  Frazier-Lemke  Act,  which 
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was  declared  unconstitutional  by  the  Supreme  Court  in  the 
spring  of  1935. 

This  decision  throws  light  upon  the  uncertain  hold  of 
the  farmer  on  his  land.  The  case  which  resulted  in  the  con- 
test of  constitutionality  arose  in  the  state  of  Kentucky.  In 
accordance  with  the  act,  the  farmer  obtained  a  postpone- 
ment of  foreclosure  under  his  mortgage  for  a  period  of 
five  years,  in  the  form  of  a  moratorium,  meanwhile  being 
obliged  merely  to  pay  interest  and  having  the  right  finally 
to  pay  off  the  mortgage  readjusted  to  present  values. 
This,  in  the  view  of  the  Supreme  Court,  was  taking  prop- 
erty "without  due  process  of  law,"  which  the  Bill  of 
Rights  of  the  Constitution  prohibits.  It  was  the  property 
of  the  mortgage  holder.  The  farmer,  the  user  of  the  land, 
could  not  be  guaranteed  by  the  government  in  the  con- 
tinued possession  of  the  property  which  was  in  use.  He 
who  combined  possession  with  the  creative  function  was  not 
protected  by  the  "due  process  of  law"  clause  of  the  Con- 
stitution. That  clause  protected  the  mortgage  holder,  who 
had  established  a  claim  upon  the  farmer's  land  by  loaning 
him  money,  entitling  the  creditor  to  be  regarded  ulti- 
mately as  the  owner  of  the  property,  though  he  had  never 
tilled  the  soil. 

The  farmer's  difficulties  did  not  begin  with  1929.  It  has 
already  been  noted  how  serious  was  the  situation  in  1921, 
and  the  intervening  years  brought  no  fundamental  im- 
provement. The  wheat  farmers  suffered  from  conditions  in 
Europe  and  the  narrowing  of  the  export  market  for  grain. 
In  the  South  a  situation  of  long  standing,  with  historical 
backgrounds,  left  large  numbers  of  farmers  in  the  condi- 
tion of  tenants,  of  whom  the  least  secure  was  the  "share- 
cropper." These  poorest  of  the  farmers,  unable  to  pay  any 
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rent,  are  given  the  right  to  sow  a  crop,  with  the  obligation 
to  share  the  harvest  with  the  landowner.  Meanwhile  they 
are  frequently  obliged  to  borrow  from  their  employers 
against  their  share  in  the  proceeds  from  the  sale  of  the 
crop.  In  fact  a  large  proportion  of  the  farmers  of  the 
United  States,  and  not  only  the  sharecroppers,  do  not  own 
the  land  they  work  upon,  but  out  of  their  labor  they  must 
wrest  payments  in  the  form  of  rent  to  owners. 

The  farmer's  independence  apparently  is  limited  to  the 
creative  joy  of  sowing  the  seed  and  reaping  the  harvest. 
His  land,  though  he  may  have  a  title  to  it,  is  involved  in 
the  total  financial  system  of  the  country.  Even  his  tenuous 
claim  upon  it  for  his  crop  may  be  jeopardized  if  he  fails  to 
meet  his  obligations  to  the  owners.  The  sale  of  his  crops 
is  subject  to  the  disparity  between  wholesale  and  retail 
prices  and  to  their  fluctuations.  Through  inequitable 
freight  rates  he  may  pay  to  the  railroads  a  toll  which 
thrusts  upon  him,  along  with  other  shippers,  the  burden  of 
the  railroad  companies'  financial  structure.  To  all  other 
industry  he  must  pay  in  proportion  to  the  burdens  laid 
upon  industrial  producers  and  workers  in  the  form  of 
claims  for  debt,  capital  investment  and  the  failure  to  dis- 
tribute ultimate  purchasing  power. 

At  the  same  time  the  farmer  continues  to  be  in  conflict 
basically  with  the  merchant,  the  banker  and  the  manufac- 
turer over  these  disparities  in  the  price  structure.  The  con- 
flict was  already  recognized  as  early  as  1814  in  the  Hart- 
ford Convention  in  that  year,  when  the  merchants  of  New 
England  complained  that  the  admission  of  new  states  into 
the  Union  would  introduce  conflicting  agricultural  inter- 
ests. We  have  seen  that  the  Constitution  itself  recognized 
these  conflicts  and  protected  merchants,  manufacturers  and 
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the  banking  system  against  the  democratic  acts  of  agrarian 
state  legislatures. 

Yet  the  farmers  wield  a  mighty  political  power  to  which 
the  government  must  give  due  attention.  It  is  still  true 
that  in  the  majority  of  states  agriculture  is  the  occupation 
of  the  largest  group  of  the  gainfully  employed,  though  in 
the  country  as  a  whole  the  lead,  which  agriculture  held  for 
many  years,  is  now  held  by  manufacturing  and  mechani- 
cal pursuits.  Agriculture's  share  in  the  national  income 
has  declined  both  absolutely  and  relatively.  On  these  sub- 
jects evidence  was  presented  in  the  Conference  of  the  In- 
ternational Industrial  Relations  Institute  in  New  York  in 
November  1934  (On  Economic  Planning). 

In  the  same  Conference  it  was  brought  out  that  on  the 
one  hand  the  production  of  food  for  a  proper  diet  in  the 
United  States  is  actually  insufficient,  while  on  the  other 
hand  the  standards  of  living  of  the  farmers  are  declining 
and  the  individual  annual  incomes  of  a  large  group  fall 
below  even  a  minimum  proper  standard  of  living,  not  to 
speak  of  the  standard  of  living  which  the  productive  ca- 
pacity of  the  nation  might  be  expected  to  make  possible. 

Nothing  has  been  said  in  this  discussion  concerning  in- 
creased mechanization,  particularly  in  the  wheat-growing 
areas,  nor  with  reference  to  the  industries  of  food  prepara- 
tion and  the  whole  complex  set  of  problems  involved  in 
marketing.  Moreover,  the  development  of  chemistry,  the 
making  of  synthetic  materials  and  the  intensive  cultivation 
of  crops  by  new  methods  of  fertilization  have  had  their 
effect  in  transferring  funds  from  farmers'  incomes  to  in- 
vestments in  mechanization  and  new  methods.  This  is  a 
process  similar  to  the  accumulation  of  investments  in  in- 
dustry in  comparison  with  the  decreasing  share  of  labor. 
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The  position  of  the  farmer  is  that  of  a  creative  worker 
involved  in  the  conflict  between  the  possessive  force  and 
the  creative  power.  The  conflict  in  agriculture  long  ago 
reached  the  stage  of  such  divergence  of  interest  as  between 
possessor  and  creator  as  to  indicate  the  irreconcilability  of 
the  contradictions  between  too  much  production  for  the 
possessor  and  too  little  possession  for  the  producer. 


V.  PRODUCTION  SHACKLED 
FOR  DEBT 


TRADITIONALLY,  the  jewels  of  a  Spanish  queen  were 
the  first  investment  in  American  business.  Queen  Isabella 
sold  them  to  finance  Columbus'  project.  Explorers  sought 
on  behalf  of  their  governments  new  trade  routes,  new  re- 
sources in  gold  and  silver,  and  new  markets  for  exchange 
of  goods.  Some  of  the  principal  settlements  in  America 
were  business  enterprises  under  the  control  of  European 
companies.  As  the  continent  was  opened  up,  the  increasing 
demand  for  capital  drew  funds  from  Europe,  while  at  the 
same  time  accumulations  within  the  nation  were  poured 
into  the  growing  productive  enterprises  for  utilization  of 
natural  resources.  From  the  first,  both  European  and 
American  capitalists  had  a  claim  upon  production  which 
American  workers  and  farmers  had  to  pay.  Debt  is  to  be 
defined  here  as  the  obligation  owned  by  producers  to 
owners  or  to  lenders  of  capital. 

In  part,  these  obligations  were  paid  in  the  exchange  of 
goods.  The  colonies  sent  raw  materials  to  Europe  in  ex- 
change for  manufactured  goods,  and  the  shipping  industry 
thereby  made  its  profits,  while  a  new  market  was  found 
for  the  increasing  output  of  the  industrial  revolution  in 
the  Old  World. 

In  1776  Adam  Smith  wrote: 

The  discovery  of  America  ...  by  opening  a  new  and  in- 
exhaustible market  to  all  the  commodities  of  Europe  .  .  .  gave 
occasion  to  new  divisions  of  labour  and  improvements  of  art, 
which,  in  the  narrow  circle  of  the  ancient  commerce,  could 
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never  have  taken  place.  .  .  .  The  productive  powers  of 
labour  were  improved,  and  its  produce  increased  in  all  the 
different  countries  of  Europe.  (The  Wealth  of  Nations,  Vol. 
I?  p.  448— Book  IV,  Chap.  I.) 

He  lamented  the  acts  which  deprived  Europe  of  these 
happy  results  from  trade  with  the  colonies: 

The  savage  injustice  of  the  Europeans  rendered  an  event, 
which  ought  to  have  been  beneficial  to  all,  ruinous  and  de- 
structive to  several  of  these  unfortunate  countries.  (Ibid.,  p. 
448.) 

For  many  years  after  the  Revolution,  European  nations 
continued  to  enjoy  a  "favorable  balance  of  trade"  with 
America.  The  United  States  continued  to  be  a  debtor 
nation,  and  that  fact  signified  that  European  capital  was 
being  used  to  develop  the  new  continent. 

By  the  World  War  of  1914-18  the  situation  was  re- 
versed. The  nations  of  Europe  became  the  debtors  of  the 
United  States.  War  debts  accumulated,  through  loans 
made  first  by  American  bankers  and  later  by  the  United 
States  government,  which  were  paid  to  the  makers  of  muni- 
tions and  the  allied  war  industries  in  the  United  States, 
with  substantial  profits  to  the  corporations  concerned. 

American  industry,  geared  increasingly  to  the  expecta- 
tion of  an  expanding  market,  began  to  accelerate  and  ex- 
pand its  productive  capacity.  This  expansion  required  either 
increased  purchasing  power  in  the  United  States  or  greatly 
enlarged  foreign  trade,  or  a  combination  of  both.  European 
countries,  however,  had  likewise  increased  their  productive 
capacity  through  the  stimulus  of  war  industries,  while  the 
capacity  of  the  people  to  buy  the  output  declined  through 
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unemployment  and  lower  wages  in  the  period  following 
the  war. 

Meanwhile  combinations  of  industries,  or  cartels  or 
trusts,  through  international  agreements  and  the  financial 
network  of  controls,  gave  capital  a  power  of  endurance 
which  was  not  forecast  when  Adam  Smith  and  the  other 
classical  economists  elaborated  the  theory  that  the  free 
operations  of  the  market  would  always  adjust  production 
and  consumption  to  one  another.  The  increasing  power  of 
business  to  control  its  production  through  combinations  of 
corporations  made  it  possible  to  compensate  any  one 
branch  of  industry  for  declining  profits  in  another  j  or  to 
sell  at  a  loss  in  a  newly  opened  market,  and  in  general 
to  postpone  the  consequences  of  unfavorable  marketing 
conditions,  while  sustaining  the  payments  of  interest  to 
capital  and  dividends  to  stockholders. 

Evidences  of  strain  in  marketing  conditions  came  in  the 
form  of  new  devices  for  selling  goods.  Instalment  selling 
embodied  the  discovery  made  by  American  business  that 
by  extending  credit  to  purchasers  under  an  "easy  payment" 
plan,  which  concealed  the  resulting  increase  in  price,  it 
was  possible  to  sell  more  goods,  at  the  same  time  setting 
up  a  claim  on  the  workers'  income  which  was  virtually 
equivalent  to  the  increase  in  industry's  debt  to  capital.  As 
constantly  happens  in  society,  this  process  had  its  reflection 
in  the  underworld,  where  the  operations  of  the  loan 
shark's  "racket"  exacted  ruinous  rates  of  interest  from  the 
man  whose  necessities  forced  him  to  borrow  money  but 
who  had  no  property  to  offer  as  security. 

Coincidentally  with  the  development  of  instalment  buy- 
ing, another  method  was  devised  for  the  accumulation  or 
transfer  of  capital  by  the  selling  of  stock  to  customers  and 
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to  employes.  American  business  did  not  conceal  the  fact 
that  the  widespread  sale  of  stock  to  customers  was  intended 
to  give  them  a  stake  in  corporations,  especially  public 
utilities,  which  would  encourage  buyers  to  join  with  the 
corporations  in  resistance  to  laws  curbing  their  excesses. 
Sale  of  stock  to  employes,  similarly,  was  expected  to  have 
the  result  of  increasing  the  "loyalty"  of  the  working  force 
to  the  company,  while  at  the  same  time  resulting  in  a  kind 
of  drawback  of  wages  into  investments.  The  slogan  "every 
man  a  capitalist"  was  believed  to  be  the  final  refutation  by 
American  business  of  the  Marxian  analysis  of  the  growing 
misery  of  the  working  class  in  comparison  with  the  increas- 
ing concentration  of  control  in  the  capitalist  class. 

Even  the  labor  movement  established  its  banks,  in  the 
belief  that  thereby  labor  was  getting  control  of  the  finan- 
cial system.  Although  stock  ownership  was  diffused  over 
a  larger  group  of  the  population,  no  evidence  appeared 
that  the  workers  gained  a  larger  influence  in  the  control- 
ling financial  groups.  Nor  was  the  total  amount  which  was 
the  workers'  share  more  than  negligible  in  proportion  to 
the  whole,  or  to  the  number  of  workers  and  farmers  in 
the  population. 

In  the  operations  of  finance,  the  tendency  is  for  the 
claims  upon  production,  in  the  form  of  stocks,  bonds,  or 
mortgages,  to  expand  at  a  rate  which  is  out  of  proportion 
to  the  actual  growth  in  production  on  which  their  issuance 
should  be  based.  Let  a  leading  banker  describe  what  hap- 
pened in  1929.  Paul  M.  Warburg,  who  had  been  the  first 
chairman  of  the  Federal  Reserve  Board,  and  in  part  re- 
sponsible for  the  law  establishing  it,  made  his  annual 
report  as  chairman  of  the  International  Acceptance  Bank 
on  March  7,  several  months  before  the  historic  collapse  of 
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operations   on   the   Stock   Exchange.    He   warned   Wall 
Street: 

If  orgies  of  unrestrained  speculation  are  permitted  to  spread 
too  far  .  .  .  the  ultimate  collapse  is  certain  not  only  to  affect 
the  speculators  themselves,  but  also  to  bring  about  a  general 
depression  involving  the  entire  country. 

He  explained  that  "the  excessive  creation  of  money  or 
bank  credit  without  an  equivalent  production  of  assets 
spells  inflation ;"  and  that  "the  creation  of  an  inflated 
purchasing  power  is  not  a  monopoly  enjoyed  by  govern- 
ments." Quoting  the  increase  in  two  years  from  $17,500,- 
000,000  to  $33,000,000,000  in  market  value  of  the  50  in- 
dustrial stocks,  20  public  utility  stocks  and  20  railroad 
shares  used  in  computing  the  Standard  Statistics  Com- 
pany's index,  he  declared  that  the  accretion  of  $15,500,- 
000,000  was  "in  the  majority  of  cases,  quite  unrelated  to 
respective  increases  in  plant,  property,  or  earning  power." 
Even  this  "stupendous  bulge"  covered  only  a  limited 
number  of  corporations,  and  did  not  include  bank  stocks 
or  "incorporated  stock  pools"  called  "investment  trusts," 
nor  "the  gigantic  enhancement  of  real  estate  values."  It 
could  only  be  imagined  how  great  was  the  excess  of  these 
inflated  prices  over  the  total  war  debt.  It  was  many  times 
the  combined  valuation  of  America's  cotton,  wheat  and 
corn  crops,  which  amounted  to  approximately  $4,000,000,- 
OOO.  Moreover,  this  inflation  was  sustained  by  brokers' 
loans  amounting  to  $6,000,000,000  and  other  lending 
based  in  turn  upon  fictitious  security  values  j  and  the  whole 
banking  structure  carrying  this  pyramid  rested  on  Federal 
Reserve  credit,  which  in  two  years  had  been  "stretched 
by  an  increase  in  the  earning  assets  of  about  half  a  billion 
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dollars  over  what  used  to  be  their  approximately  normal 
size."  These  and  other  signs  showed  that  "the  country's 
banking  system  is  tossing  about  today  without  its  helm 
being  under  the  control  of  its  pilots."  (The  Federal  Re- 
serve System,  Vol.  I,  pp.  824-6.) 

The  trends  here  outlined  by  a  banker  were  noted  sev- 
eral years  later  by  an  economist.  In  his  book  entitled  The 
Decline  of  American  Capitalism,  Lewis  Corey  thus  sums 
up  the  statistics  of  the  rise  in  prices  of  stocks: 

An  investment,  in  1922,  of  $io,OOO  in  the  common 
stocks  of  a  group  of  corporations  rose  in  eight  years  to  $23,500, 
an  increase  of  135  per  cent,  in  addition  to  yielding  cash  income 
of  $8,535,  an  average  yearly  increase  of  16.5  per  cent.  Inde- 
pendent of  new  investment,  capital  and  capital  claims  were 
augmented,  rising  faster  than  production  and  the  national  in- 
come {Italicized  by  M.  v.  K.~\.  (pp.  348-50.) 

The  increasing  burden  of  debt  upon  production  is  re- 
flected in  the  relative  rates  of  increase  of  production,  cap- 
ital claims  and  wages  in  the  period  1923-29.  The  figures 
given  by  Mr.  Corey  (Ibid.,  p.  288)  show  that,  with  1923 
as  an  index  number  of  100,  production  in  1929  was  120.6 
while  total  debts  amounted  to  146.9,  total  capital  to  152.7, 
profits  and  interest  to  143.8,  and  industrial  wages  to 
99.7  in  1928,  wages  being  the  only  factor  which  absolutely 
decreased  in  that  period  of  supposedly  unprecedented 
prosperity  in  the  United  States. 

Mr.  Corey's  interpretation  of  these  figures  is  related  by 
him  to  the  recent  phase  of  the  industrial  revolution  in  the 
development  of  electric  power.  He  says, 

the  newer  electric  technology  is  an  accelerating  agent,  as  were 
all  former  great  technological  changes.  But  this  acceleration  is 
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the  more  significant  because  of  an  economic  change:  in  the 
epoch  of  the  upswing  of  capitalism  the  curve  of  production  was 
upward,  now  it  is  downward.  The  threefold  results  are  an  ex- 
pression of  the  general  crisis  and  decline  of  capitalism: 

The  rate  of  increase  in  production  is  smaller  (where  it  is 
not  minus)  than  in  the  productivity  of  labor. 

The  displacement  of  labor  becomes  absolute;  where  form- 
erly the  industries  producing  capital  goods  absorbed  relatively 
more  workers  than  the  consumption  goods  industries,  now  they 
displace  more  workers. 

The  tendency  for  capital  claims  to  increase  faster  than  pro- 
duction becomes  more  marked.  (lbid.y  pp.  288-290.) 

Similar  results  are  brought  out  in  an  engineering  analy- 
sis, Debt  and  Production,  by  Bassett  Jones.  Mr.  Jones 
challenges  the  statistics  of  some  economists  on  the  ground 
that  they  confuse  quantitative  increase  of  production  with 
the  rate  of  growth.  He  draws  the  general  conclusion  that 
the  usual  economic  analyses  have  not  been  true  quantita- 
tive studies  nor  have  they  made  possible  a  correct  measure- 
ment of  the  industrial  economy.  Therefore  the  financiers 
and  business  managers  have  been  misled.  Their  extensions 
of  credit  have  been  based  upon  a  non-existent  rate  of 
growth  in  production.  Taking  an  excursion  into  the  field 
of  economic  theory,  the  industrial  engineer,  in  the  course 
of  observing  the  operating  factors  in  the  production  pro- 
cess itself,  draws  the  conclusion  that  the  rate  of  growth  of 
production  is  actually  declining,  and  hence  cannot  yield 
enough  to  repay  the  debt  which  was  contracted  on  the 
opposite  assumption  of  a  rising  rate  of  increase. 

Regardless  of  the  difference  in  approach,  it  does  not 
appear  that  there  is  a  serious  difference  in  conclusion  as 
between  the  modern  economist  and  the  engineer  on  this 
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point.  Looking  back  over  the  history  of  business  cycles, 
these  may  be  seen  as  the  recurrent  effort  of  business  bur- 
dened by  debt  to  readjust  its  costs  and  postpone  payments 
to  its  creditors  during  a  period  of  unemployment  and  re- 
stricted production  which  constitute  a  depression.  The 
claim  of  the  possessor  upon  production  has  to  be  satisfied 
out  of  a  declining  rate  of  growth,  if  we  accept  Bassett 
Jones'  "engineering  analysis,"  or  a  relatively  lesser  in- 
crease in  quantity,  if  we  take  the  usual  economic  data.  The 
claim  of  labor  is  either  set  aside  completely  during  periods 
of  unemployment,  or  it  decreases  both  in  the  long-time 
trend  and  periodically  in  the  recurrent  decline  of  wage 
rates  and  in  total  earnings. 

Stress  has  been  laid  in  this  chapter  upon  the  part  played 
by  European  capital  in  the  development  of  industries  in 
the  New  World.  But  the  real  producer  of  America's 
wealth  was  of  course  the  labor  force.  Without  the  tremen- 
dous tide  of  immigration,  there  could  have  been  no  such 
growth  in  production.  The  tide  has  ebbed  and  flowed  con- 
veniently with  fluctuations  in  business.  Immigrants  have 
come,  seeking  opportunities  for  work,  in  response  to  signs 
of  expansion.  When  production  has  slowed  down  there  has 
been  a  natural  slackening  of  immigration.  As  a  minor  in- 
fluence, the  return  of  some  aliens  to  their  own  lands  has 
relieved  this  nation  of  taking  care  of  them  during  periods 
of  unemployment.  In  this  connection  interesting  facts  are 
brought  out  in  another  of  the  studies  of  the  National 
Bureau  of  Economic  Research,  Migration  and  Business 
Cycles,  by  Harry  Jerome. 

If  we  were  to  trace  the  history  of  labor  in  America,  we 
would  have  to  note  the  frantic  need  of  the  colonies  for 
more  labor,  as  indicated  in  the  extreme  measures  for  the 
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purchase  of  slaves  brought  from  Africa,  and  the  various 
forms  of  indentured  white  labor  which  were  common  in 
the  early  days  of  the  colonies.  The  more  natural  flow  of 
voluntary  immigration  brought  the  productive  labor  which 
the  expanding  productive  forces  of  the  continent  required. 
The  Civil  War  and  the  liberation  of  the  slaves  might  be 
read  as  a  chapter  in  the  requirements  of  American  industry 
for  a  more  productive  labor  force  than  the  slave  system  of 
cultivation  could  supply. 

Thus  labor  from  abroad,  augmented  by  the  growing 
native  population,  and  capital  from  abroad,  increased  by 
"native"  ownership  of  wealth,  both  contributed  to  the  in- 
dustrial expansion  of  the  United  States,  but  on  quite  dif- 
ferent terms.  Capital,  as  has  been  seen,  made  its  claim 
against  both  the  present  and  the  future,  with  evidences  of 
change  in  character  from  a  factor  in  expansion  to  an  agent 
of  repression  actually  shackling  production  by  an  impossi- 
ble claim  for  payment  of  debt. 

The  labor  force,  in  contrast,  did  its  work  and  made  its 
claim  in  wages  out  of  current  production,  with  no  claim 
whatever  upon  future  production,  except  the  very  small 
share  held  by  the  working  class  and  the  farmers  in  income- 
yielding  wealth.  The  workers  did  not  even  make  a  claim 
for  permanent  subsistence.  When  they  were  killed  or 
maimed,  industry  for  many  years  escaped  payment  of 
damages.  Corporation  lawyers  fought  claims  by  working- 
men  and  their  relatives  in  the  courts  on  grounds  which  so 
restricted  employers'  liability  as  to  cast  practically  the 
whole  burden  of  loss  from  the  accidents  of  mechanized  in- 
dustry upon  the  workers  themselves,  aided  by  the  uncer- 
tain charity  of  the  community. 

At  the  time  that  a  study,  W ork- Accidents  and  the  Law, 
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was  made  by  Crystal  Eastman,  in  the  Pittsburgh  Survey 
of  1907-08,  analyzing  the  actual  records  of  workers  killed 
in  a  year  in  the  great  steel  center  of  Allegheny  County,  no 
state  provided  the  form  of  social  insurance  known  as 
workmen's  compensation.  Only  after  1910  did  the  slow 
process  of  enacting  these  laws  in  the  various  states  begin. 
An  accident  began  to  be  recognized  as  a  claim  which  could 
not  be  evaded  by  legalistic  interpretations  of  the  em- 
ployer's lack  of  responsibility,  and  compensation  was  ex- 
acted more  or  less  automatically  out  of  insurance  funds. 
Even  the  best  of  these  laws,  however,  pay  a  maximum  of 
two-thirds  of  the  worker's  wages.  The  remaining  third  and 
all  the  additional  losses  in  the  efficiency  and  happiness  of 
the  worker  who  has  suffered  an  accident  are  carried  by  him 
and  by  his  relatives,  with  only  an  inadequate  claim  upon 
the  production  process  in  which  he  has  "invested"  his  labor 
force. 

Until  1935  the  economic  system  of  the  United  States  has 
declined  to  recognize  any  claim  of  the  unemployed  worker 
upon  the  production  process.  His  claim  stops  when  he  stops 
tending  a  machine,  while  the  investment  of  capital  in  the 
machine  continues  to  receive  its  return.  The  claim  of  cap- 
ital continues,  even  though  the  machine  is  idle,  though  it  is 
true  that  this  claim  can  often  be  only  partially  satisfied. 
Dividends  may  decrease  or  be  suspended  for  a  time.  On 
the  whole,  however,  interest  rates  are  sustained. 

The  course  and  distribution  of  the  national  income  in 
the  period  1929-32  gave  statistical  evidence  of  this  differ- 
ence. The  national  income  in  1932,  as  compared  with  1929, 
declined  52.6  per  cent;  total  property  income  declined 
30.6  per  cent,  but  total  labor  income,  40.3  per  cent.  If 
wages,  as  distinct  from  salaries,  are  separated  from  total 
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labor  income,  the  decline  in  wages  is  found  to  be  60.2  per 
cent.  Thus  clearly  the  greatest  burden  of  loss  during  that 
period  of  declining  national  income  rested  upon  the 
workers.  Interest  was  well  sustained,  and  the  loss  in  divi- 
dends was  less  than  the  loss  in  wages.  (On  Economic 
Planning,  p.  267.) 

Reflected  in  these  figures  is  the  fact  that  industry  had  its 
accumulated  undivided  surpluses  with  which  to  sustain  pay- 
ments to  capital  in  periods  of  declining  production,  and 
that  government  itself  undertook  by  loans  in  1932  to  help 
industry  thus  sustain  interest  and  profits.  But  for  labor, 
industry  had  no  funds  for  unemployment  and  the  govern- 
ment no  provision  for  unemployment  insurance.  By  1935 
only  one  state,  Wisconsin,  had  passed  any  kind  of  an 
unemployment  insurance  law,  and  this  had  not  yet  taken 
effect.  The  federal  government  passed  the  so-called  Social 
Security  Act,  which  provided  for  the  accumulation  of  re- 
serves by  taxes  on  payrolls  imposed  by  the  government  but 
made  payable  in  the  form  of  unemployment  insurance  only 
when  each  state  should  enact  an  unemployment  insurance 
law.  Moreover,  as  the  source  of  funds  was  the  payroll, 
this  was  actually  a  plan  of  compulsory  saving ;  labor  was 
obliged,  thereby,  to  forego  income  in  periods  of  produc- 
tion, to  "compensate"  for  future  periods  of  unemploy- 
ment. 

In  opposition  to  this  law  was  the  Workers'  Social  In- 
surance Bill,  introduced  into  the  73rd  Congress  in  Febru- 
ary, 1934,  and  into  the  74th  Congress  in  January,  1935, 
as  H.  R.  2827,  and  in  an  expanded  form  as  S.  3475  in 
January,  1936.  This  bill  was  supported  by  a  substantial 
number  of  trade  unions,  fraternal  organizations,  and  to  an 
increasing  extent  by  professional  workers  and  others, 
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though  not  yet  by  the  American  Federation  of  Labor.  It 
set  up  a  claim  for  continuance  of  a  minimum  assured  in- 
come for  labor  during  unemployment,  whether  due  to  in- 
dustrial depression,  old  age,  sickness  or  accident.  Instead  of 
a  tax  on  payrolls  or  any  contributions  from  workers,  the 
Workers'  Bill  expressed  the  policy  that  the  funds  should 
be  taken  from  the  higher  incomes  of  individuals  and 
corporations  and  from  the  accumulated  surpluses  of  in- 
dustry. 

Seen  in  relation  to  the  problem  of  debt  in  industry,  the 
workers'  movement  for  social  insurance  which  grew  in 
strength  during  the  crisis  beginning  in  1929  was  the  first 
widespread  and  articulate  claim  by  labor  in  a  form  which 
actually  disputed  the  claim  of  capital  upon  profits,  by  set- 
ting up  a  counter-claim  for  continuous  compensation  for 
workers  during  their  involuntary  unemployment.  The 
more  usual  form  of  insurance  which  requires  the  setting 
aside  of  reserves  within  industry  from  a  tax  on  payrolls, 
constitutes  a  cost  of  production  to  be  passed  on  to  con- 
sumers, among  whom  workers  are  in  the  majority.  The 
Workers'  Social  Insurance  Bill  (the  Frazier  Lundeen  Bill 
of  1936)  on  the  contrary,  makes  a  claim  upon  income 
after  it  has  been  distributed  to  those  who  own  the  larger 
share  of  income-yielding  wealth,  and  for  this  reason  it  may 
be  regarded  as  the  first  articulate  demand  made  by  labor 
in  America  on  the  ground  that  workers  are  creators  whose 
share  in  production  involves  an  obligation  for  continuous 
compensation. 

The  hearings  on  the  Workers'  Bill  before  the  Commit- 
tee on  Labor  of  the  House  of  Representatives  in  the  74th 
Congress,  February  4-15,  1935,  constitute  a  document  of 
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importance  in  the  history  of  "business  cycles"  in  the 
United  States.  Coupled  with  it  should  be  the  hearings  be- 
fore the  Committee  on  Ways  and  Means  on  the  so-called 
"Social  Security  Bill"  put  forward  by  the  Administration 
and  made  law  in  the  spring  of  that  year.  It  provided  for 
a  tax  on  payrolls,  and  for  meager  benefits  to  the  future 
unemployed.  The  report  of  the  investigations  leading  to 
the  formulation  of  this  social  security  bill  describes  accu- 
rately the  serious  extent  and  consequences  of  recurrent 
unemployment,  but  justifies  the  inadequacy  of  the  pro- 
posed provisions  on  the  ground  that  unemployment  in- 
surance is  only  one  measure  of  relief  and  not  primary, 
since  the  only  real  remedy  for  unemployment  is  employ- 
ment. In  other  words,  this  report  implied  that  Ameri- 
can industry  could  provide  income  for  wage-earners  only 
while  they  are  engaged  in  production.  The  anomaly  is  that 
production  and  labor  must  also  be  the  source  of  funds  for 
capital,  but  that  capital's  claims  are  continuous,  with  the 
serious  consequences  of  the  continuing  burden  of  debt  upon 
the  fluctuating  production  process. 

The  preceding  discussion  has  seemed  to  refer  primarily 
to  industry.  Agriculture's  special  problem  of  debt  has  not 
been  emphasized,  though  it  has  been  mentioned  in  Chap- 
ter I  and  elsewhere.  The  Secretary  of  Agriculture  thus  re- 
ported on  the  situation  in  1932: 

Mortgage  debt  presses  upon  American  agriculture  today 
with  exceptional  severity.  Total  farm-mortgage  debt  in  the 
United  States  increased  from  $3,300,000,000  in  1910  to  $7,- 
900,000,000  in  1920,  and  to  $9,500,000,000  in  1928. 
(United  States,  Secretary  of  Agriculture,  Annual  Report, 
1932,  p-  5-) 
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A  slight  decline  thereafter  was  attributed  to  foreclosures, 
which  indicated  collapse  for  individual  farmers,  not  relief. 
The  capacity  to  carry  the  burden  had  declined  during  the 
depression  j  yet  the  charge  remained  the  same.  "In  1931 
interest  on  the  farm-mortgage  debt  absorbed  about  8  per 
cent  of  the  gross  farm  income,  compared  with  4  per  cent 
in  1920  and  3  per  cent  in  1910."  (Ibid.,  p.  5.)  Nor  was 
the  burden  limited  to  a  small  proportion  of  unfortunate 
farmers.  "In  recent  years,"  reported  the  Secretary  of 
Agriculture,  "an  increasing  number  of  farms  have  been 
mortgaged.  The  department  estimates  that  in  1 930,  40  per 
cent  of  all  farms  were  mortgaged.  The  1930  census  re- 
ported 42  per  cent  of  all  owner-operated  farms  as  mort- 
gaged, compared  with  37.2  per  cent  in  1920."  (Ibid.y  p. 

5.) 

Akin  to  the  burden  of  mortgage  indebtedness  which  does 
not  fluctuate  with  fluctuations  in  "business"  and  produc- 
tion, is  the  general  property  tax  which  prevails  in  states 
and  localities.  It  is  based  not  upon  income  from  the  prop- 
erty, but  upon  a  static  valuation  having  no  necessary  rela- 
tion to  income.  Discriminatory  as  it  is  against  the  farmer, 
its  continuance  is  in  itself  a  sign  of  the  strength  of  the 
opposition  to  the  more  equitable  tax  on  higher  incomes. 
The  Secretary  of  Agriculture  said  of  the  farmer's  tax  bur- 
den in  1932: 

As  in  the  case  of  the  mortgage-debt  burden,  its  real  weight 
has  been  doubled  by  falling  prices  since  1929.  It  takes  more 
than  four  times  as  many  units  of  farm  produce  to  pay  the  farm 
tax  bill  now  as  it  took  in  1914.  In  1931  taxes  on  farm  prop- 
erty absorbed  about  n  per  cent  of  the  gross  farm  income, 
compared  with  only  4  per  cent  before  the  war.  (Ibid.y  p.  5.) 
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This  increasing  burden  is  not  due  merely  to  increasing 
taxation  for  enlarged  governmental  expenditures.  Gov- 
ernmental studies  show  "that  the  tax  system  discriminates 
against  the  farmer,  and  .  .  .  that  the  injustice  is  greater 
now  than  it  was  a  few  years  ago."  (Ibid.,  p.  5.) 

It  may  be  questioned  why  the  emphasis  here  is  laid  upon 
the  year  1932,  instead  of  the  period  of  the  New  Deal 
and  its  program  for  agriculture.  This  is  because  the  trends 
before  1930  appear  not  to  have  changed  in  any  funda- 
mental aspect.  Moreover,  the  legislation  at  the  beginning 
of  the  Roosevelt  Administration  came  to  an  end  in  1936, 
with  the  Supreme  Court's  decision  against  the  Agricultural 
Adjustment  Act,  and  it  is  too  early  to  appraise  the  effects 
of  its  discontinuance  or  to  forecast  the  action  which  may  be 
taken.  That  such  action  will  involve  genuine  relief  for  the 
farmer  to  lighten  his  burden  of  private  debt  and  public 
taxes,  is  not  probable.  His  interests  are  in  conflict  with 
those  of  the  corporations  and  the  bankers  who  hold  his 
mortgage  and  prevent  a  fundamental  overhauling  of  the 
taxing  system.  Neither  of  the  dominant  political  parties 
is  ready  to  stand  firmly  on  the  side  of  the  farmer  in  this 
conflict. 

To  the  analysis  of  economists  and  of  engineers  on  this 
subject  of  debt  was  added  the  testimony  of  lawyers  in  the 
summer  of  1935.  The  Committee  on  Commercial  Law 
and  Bankruptcy  of  the  American  Bar  Association,  in  its 
annual  report,  as  reported  in  the  New  York  Times  of 
July  19,  declared  that  "the  scaling  down  of  debt  super- 
structures must  lie  at  the  foundation  of  any  plans  which 
offer  hope  for  success.  More  especially  is  the  need  obvious 
and  urgent  in  the  cases  of  the  railroads  and  of  real  estate 
developments." 
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The  Administration's  program  was  criticized  in  these 
terms : 

The  present  policy  of  the  government  is  to  escape  coming 
to  grips  with  the  excess  debt  problem,  and  through  the  ex- 
pedience of  moratoria  and  conciliations  to  move  the  crisis 
point  along  through  gradual  steps  to  the  indefinite  future. 

If  the  inherent  recuperative  powers  of  the  country,  which 
have  not  failed  in  the  past,  should  bring  about  recovery,  these 
policies  will  be  vindicated. 

As  to  the  law  which  permitted  a  "farm  moratorium" — 
the  Frazier-Lemke  Act — the  Committee  confirmed  its 
opposition  expressed  in  the  preceding  year,  declaring,  as 
reported  by  the  Times  correspondent,  "that  it  authorizes 
borrowers  to  deprive  lenders  of  their  property  without 
due  process  of  law."  "The  recent  pronouncement  of  the 
Supreme  Court,"  said  the  Committee,  "in  the  Louisville 
joint  stock  land  bank  case  determines  the  correctness  of 
this  analysis."  Thus  the  American  Bar  Association  agreed 
with  the  Supreme  Court  in  believing  that  the  farmer  who 
is  using  land  has  not  a  primary  owner's  claim  j  and  that 
to  free  him  from  the  claim  of  the  mortgage  holder  for 
even  a  limited  time  to  permit  him  to  continue  to  produce, 
constitutes  taking  the  lender's  property  for  the  benefit  of 
the  user,  without  due  process  of  law. 

In  contrast,  regarding  the  Corporate  Reorganization 
Act,  which  provides  for  negotiation  under  court  sanction 
for  debtors  and  creditors  to  readjust  claims  on  the  basis  of 
actual  values  instead  of  expanding  book  values,  the  Amer- 
ican Bar  Association  declared:  "Most  important  of  all,  the 
law  gives  promise  of  developing  into  a  fairly  efficient  in- 
strument for  the  achievement  of  that  vital  purpose,  debt 
reduction." 
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Thus  the  lawyers  recognized  the  economic  disadvantage 
of  the  present  load  of  debt  upon  industry,  but  failed  to  per- 
ceive the  significance  of  the  inevitable  centralization  of  sup- 
port in  government  for  the  debt  structure  of  private  in- 
dustry. Only  the  government  could  save  the  banks  in  the 
crisis  of  1933.  It  permitted  them  to  have  a  moratorium, 
and  suspended  for  a  time  their  depositors'  claims.  It  saved 
them,  so  to  speak,  against  themselves  and  gave  them  a  new 
lease  of  life  to  act  in  the  only  way  possible  for  the  financial 
system  in  the  economic  crisis,  namely,  to  continue  its  claims 
and  so  to  scale  down  wages  and  standards  of  living  as  to 
help  somewhat  in  providing  the  necessary  funds  for  the 
debt  structure.  A  moratorium  to  the  farmers,  on  the  con- 
trary, was  denied  by  the  Supreme  Court  (in  its  decision 
against  the  Farm  Mortgage  Moratorium  Act)  ;  and  labor's 
claims  for  a  continuous  wage  were  ignored.  The  American 
Bar  Association  warned  against  "a  political  crisis"  which 
"cannot  long  be  deferred  on  the  existing  major  points  of 
contact  between  the  government  and  the  people."  These 
major  points  of  contact  were  summarized  by  the  Times 
correspondent  as: 

(a)  the  government's  position  as  mortgage  creditor  over  major 
industrial,  utility  and  transportation  properties;  (b)  govern- 
mental loans  to  individuals  through  the  Home  Owners'  Loan 
Corporation,  Farm  Credit  Association  and  other  agencies;  and 
(c)  governmental  employment  of  administrative  workers  and 
the  establishment  of  Federal  relief. 

Thus  the  economic  crisis  beginning  in  1929  revealed  the 
cumulative  tendencies  of  many  past  years.  Production  in 
the  United  States  has  been  shackled  for  debt.  Recurrent 
panics  have  been  the  fevers  whereby  the  economic  system 
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has  sought  to  restore  its  health.  In  each  recurrent  reces- 
sion of  business,  recovery  has  become  more  difficult  as  the 
claims  of  debt  and  the  other  burdens  imposed  by  capital 
have  held  in  check  the  productive  forces  upon  whose 
growth  security  for  debt  is  based. 


VI.    POVERTY    AND    POSSESSION 


WHILE  the  prolonged  depression  of  the  iSyo's  was  run- 
ning its  weary  course,  one  of  the  significant  social  ideas  in 
American  history  was  put  forward  in  a  book  entitled  Prog- 
ress and  Poverty.  It  came  out  of  the  West,  and  was  dedi- 
cated in  San  Francisco  in  March,  1879,  "to  those  who 
seeing  the  vice  and  misery  that  spring  from  the  unequal 
distribution  of  wealth  and  privilege,  feel  the  possibility  of 
a  higher  social  state  and  would  strive  for  its  attainment." 

Henry  George  was  one  of  the  prophets  of  America  at 
work,  to  be  reckoned  with,  therefore,  as  a  creative  force. 
He  demanded  the  release  of  American  farmers  and 
workers  from  the  blighting  hand  of  unproductive  posses- 
sion of  land,  and  from  the  payment  of  unearned  tribute  by 
producers  to  private  owners.  Land,  in  his  view,  was  the 
basis  of  all  productive  activity.  The  government  must  use 
its  taxing  power  to  prevent  its  being  held  out  of  use  for 
private  gain,  and  to  compel  recognition  of  the  fact  that  the 
unearned  increment  is  a  socially  created  value  which  be- 
longs to  the  people.  In  so  doing,  also,  the  taxation  of  pro- 
ductive enterprise  would  be  abolished.  Not  as  a  theory  of 
taxation,  but  as  a  distinctively  American  interpretation  of 
the  connection  between  poverty  and  "prosperity,"  it  is  as 
vital  a  challenge  today  as  it  was  a  half  century  ago. 

Henry  George's  contention  that  in  our  economic  system 
poverty  is  an  inevitable  accompaniment  of  progress,  is  akin 
to  the  theme  of  this  book  in  that  rent  is  a  tribute  laid  by 
the  possessor  upon  all  creative  work.  This  tribute  is  actu- 
ally proportionate  to  the  difference  between  the  negative 
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returns  on  unproductive  land  and  the  productivity  of  land 
utilized  for  agriculture  or  for  industry.  Poverty  arises  be- 
cause the  social  product  of  creative  forces  is  in  too  large 
part  appropriated  by  possessive  forces  whose  claim  rests 
solely  upon  ownership  and  not  upon  any  function  in  pro- 
duction. In  other  words,  the  paradox  of  progress  and  pov- 
erty is  produced  by  the  dominance  of  possessive  claims 
over  creative  forces.  Indeed,  the  more  productive  the  crea- 
tive forces,  the  higher  the  tribute  to  possession  of  land, 
and  the  lower  the  returns  to  worker  and  producer  j  hence 
the  greater  the  extent  and  depth  of  poverty.  Henry 
George,  be  it  said,  was  not  opposed  to  capitalism  as  he 
understood  it;  interest  on  capital  he  considered  legitimate. 
He  believed  that  capital  and  labor  alike  received  less  than 
their  due  because  the  owners  of  land  appropriated  an  ever 
increasing  rental,  though  the  increase  was  brought  about 
by  the  combined  efforts  of  capital  and  labor. 

The  economists  of  eighteenth  century  capitalism  ac- 
cepted poverty  as  an  inevitable  condition  in  the  economic 
system  which  they  interpreted. 

"Wherever  there  is  great  property,  there  is  great  in- 
equality. For  one  very  rich  man,  there  must  be  at  least 
500  poor."  This  statement  by  the  father  of  "classical" 
economics — the  economics  of  the  industrial  revolution  of 
the  eighteenth  and  nineteenth  centuries — has  already  been 
quoted  in  Chapter  II  (p.  48).  Obviously  it  is  not  a  statis- 
tical statement,  for  the  proportion  of  one  to  500  will  vary 
according  to  the  riches  of  the  one  and  the  poverty  of  the 
500  at  any  given  period.  But  the  idea  that  the  very  exist- 
ence of  "great  property"  involves  "inequality"  is  a  con- 
cept which  challenges  thought  in  the  present  critical  period, 
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more  than  one  hundred  and  fifty  years  since  Adam  Smith 
asserted  it. 

It  was  in  the  political  and  not  the  economic  section  of  his 
treatise  on  The  Wealth  of  Nations  that  Adam  Smith  made 
this  observation.  He  wished  to  show  the  importance  of  the 
functions  of  civil  government  as  the  protector  of  one  rich 
man  against  five  hundred  poor.  Presumably,  however,  he 
was  also  indicating  that  the  accumulation  of  property  neces- 
sarily is  accompanied  by  increasingly  "great  inequality." 
That  this  economic  dictum  carries  the  same  date  as  the 
American  people's  Declaration  of  Independence,  with  its 
assertion  of  the  "self-evident"  truth  "that  all  men  are 
created  equal,"  is  noteworthy  evidence  of  conflicts  implicit 
from  the  beginning  in  American  history.  The  problem  set 
for  Americans  who  believe  in  the  ideal  at  the  base  of  the 
Declaration  of  Independence  is  to  consider  whether  a  rich 
economic  system  must  forever  be  characterized  by  inequali- 
ties between  property  owners  and  workers,  between  posses- 
sors and  creators. 

At  the  outset  the  problem  demands  a  statement  in  an- 
other form  and  from  an  opposite  point  of  view.  "For  one 
very  rich  man,"  wrote  Adam  Smith,  "there  must  be  at 
least  500  poor."  He  wrote  at  the  moment  when  the  great 
need  of  the  newly  developing  economic  system  was  the 
accumulation  of  capital  wherewith  to  pay  the  expenses  of 
an  elaborate  system  of  production  involving  division  of 
labor  and  increasingly  heavy  investment  in  machinery. 
Capital,  which  must  wait  for  its  profits  for  a  long  time  be- 
tween the  moment  of  appropriating  raw  materials  and  the 
ultimate  transaction  of  sale  to  the  consumer,  had  to  be 
provided  out  of  a  surplus  in  the  hands  of  investors  who 
had  so  much  over  and  above  daily  needs  that  they  could 
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afford  to  put  a  considerable  portion  of  it  beyond  their 
reach,  in  investments  to  be  repaid  at  a  distant  date. 

The  process  of  accumulation  of  capital  for  investment 
went  on  at  an  increasingly  accelerated  rate,  and  technical 
progress  augmented  enormously  the  quantity  of  goods  pro- 
duced. Simultaneously  into  this  system  of  large-scale  enter- 
prise was  drawn  an  ever  larger  proportion  of  the  working 
population.  The  individual  or  the  family  working  alone  as 
a  unit  had  to  give  place  to  the  factory.  The  separate  fac- 
tory came  under  the  ownership  of  those  who  owned  other 
factories,  and  control,  as  we  have  seen,  was  increasingly 
concentrated  in  the  hands  of  a  few. 

All  this  would  seem  to  conform  to  Adam  Smith's  state- 
ment, but  it  also  suggests  the  converse.  How  many  poor 
does  it  take  to  make  one  "very  rich  man"?  Having  in  mind 
the  growth  in  the  size  of  the  associated  labor  force  under 
the  control  of  one  owner  of  property  and  equipment,  we 
may  ask,  How  many  workers  must  be  associated  together 
to  make  possible  the  maximum  accumulation  of  fortune  for 
the  individual  owner? 

But  the  inquiry  may  be  pushed  further.  One  industry  is 
dependent  upon  another  j  and  the  individual  owner, 
though  his  holdings  may  be  extensive,  cannot  survive  un- 
less there  are  other  industries  whose  workers  purchase  his 
products  while  they  produce  those  needed  by  his  employes. 
Hence  we  may  say  that  the  richest  man  in  America,  who- 
ever he  may  be,  requires  for  the  production  of  his  wealth 
some  40  million  gainfully  employed  persons  in  all  indus- 
tries and  services.  This  represents  the  total  gainfully 
employed  population.  If  we  were  to  make  the  statement 
more  exact,  and  limit  it  to  those  whose  work  actually 
creates  value  in  the  economic  sense,  as  distinct  from  serv- 
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ices  which  are  socially  useful  though  not  actually  produc- 
tive, we  would  still  have  to  count  millions  of  workers  in 
industry  and  on  farms  who  sustain  a  single  great  fortune. 

Must  possession  and  poverty,  then,  be  forever  linked? 
What  has  this  inequality  done  to  democracy,  and  what  will 
democracy  do  to  it?  How  is  inequality  linked  with  panics 
and  industrial  depressions  in  the  United  States? 

Poverty  hardly  needs  to  be  described  to  any  reader  in 
these  days.  It  is  not  merely  relative,  measured  by  mere 
lack  of  goods  which  another  class  in  the  community  is  able 
to  possess  but  which  are  not  necessities  in  an  absolute  sense. 
In  the  period  since  the  industrial  revolution,  goods  have 
been  produced  which  have  been  available  only  to  the  com- 
paratively wealthy.  Inability  to  buy  such  goods  might  be 
defined  as  comparative  poverty.  Defenders  of  inequality 
frequently  point  to  the  achievements  of  the  industrial 
revolution  in  producing  more  and  more  goods  for  the 
masses.  Especially  in  America  it  is  declared  that  the  stand- 
ard of  living  has  been  lifted  by  the  abundance  of  things 
for  use  which  have  made  life  more  comfortable  for  the 
workers.  Certainly  it  will  be  conceded  that  capital,  technical 
progress  and  specialization  have  combined  to  produce  a 
great  variety  of  goods,  giving  the  impression  that  the  eco- 
nomic system  as  a  whole  has  raised  the  standard  of  living. 

But  along  with  the  specialization,  and  the  elaboration  of 
machines  which  the  industrial  worker  can  no  longer  own, 
has  developed  the  situation  wherein  the  worker  and  his 
family  no  longer  have  access  to  the  primary  necessities  of 
life.  They  live  in  rooms  for  which  they  must  regularly 
pay  rent;  otherwise  they  will  be  dispossessed.  They  buy 
their  food  in  small  quantities,  at  relatively  high  prices, 
from  a  distributor  who  is  a  unit  in  an  extensive  organiza- 
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tion  of  retail  and  wholesale  distribution.  The  source  of  in- 
come wherewith  to  pay  rent  and  buy  food  is  in  a  job 
menaced  by  all  the  hazards  of  industrial  depression.  Thus 
the  standard  of  living  of  the  highly  elaborated  organiza- 
tion of  the  present  is  to  be  measured  not  by  the  quantity 
and  variety  of  goods  which  it  can  produce,  but  by  the  pur- 
chasing power  of  the  workers.  They  have  access  to  these 
goods  only  by  paying  for  them  in  the  currency  of  the  same 
economic  organization — which  they  receive  in  a  pay  en- 
velope not  guaranteed  for  longer  than  a  day's  work. 

Security  is  the  foundation  of  a  standard  of  living.  There- 
fore the  standard  of  living  in  the  United  States  has  to  be 
rated  as  low,  because  at  recurrent  intervals  the  masses  of 
the  workers  lack  the  primary  necessities  of  food  and  shel- 
ter. Though  American  industry  can  produce  a  surplus  in 
periods  of  prosperity,  for  every  year  and  a  half  of  pros- 
perity it  has  spent  a  year  producing  poverty.  This  is  the 
measure  of  the  insecurity  of  recurrent  panics,  as  described 
in  Chapter  I  on  the  basis  of  studies  of  the  length  and 
frequency  of  the  business  "cycle." 

Lest  we  forget  the  actual  human  significance  of  this  re- 
current poverty,  even  though  we  are  so  often  in  the  midst 
of  it,  it  may  be  well  to  quote  a  description  of  the  winter  of 
1837-38  in  New  York.  The  annals  of  business  cited  in 
Chapter  I  have  shown  this  to  have  been  a  period  of  panic. 
Horace  Greeley,  writing  in  1868,  described  his  surround- 
ings: 

I  lived  that  Winter  in  the  Sixth  Ward, — then,  as  now, 
eminent  for  filth,  squalor,  rags,  dissipation,  want,  and  misery. 
...  I  thus  saw  extreme  destitution  more  closely  than  I  had 
ever  before  observed  it,  and  was  able  to  scan  its  repulsive 
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features  intelligently.  ...  I  saw  men  who  each,  somehow, 
supported  his  family  on  an  income  of  $5  per  week  or  less, 
yet  who  cheerfully  gave  something  to  mitigate  the  sufferings 
of  those  who  were  really  poor.  I  saw  three  widows,  with  as 
many  children,  living  in  an  attic  on  the  profits  of  an  applestand 
which  yielded  less  than  $3  per  week,  and  the  landlord  came  in 
for  a  full  third  of  that.  But  worst  to  bear  of  all  was  the  pitiful 
plea  of  stout,  resolute,  single  young  men  and  young  women: 
"We  do  not  want  alms;  we  are  not  beggars;  help  us  to  work 
— we  want  no  other  help:  why  is  it  that  we  can  have  nothing 
to  do?"  (Greeley,  Recollections  of  a  Busy  Lije,  p.  145.)  * 

As  a  result  of  this  experience  the  young  printer,  after- 
ward publisher  of  the  New  York  Tribune,  drew  this  con- 
clusion : 

Where  Labor  stands  idle,  save  in  the  presence  of  some  great 
public  calamity,  there  is  a  demonstrated  deficiency,  not  of 
Capital,  but  of  brains.  (Ibid.,  p.  148.) 

In  the  hundred  years  which  have  elapsed  since  those 
words  were  written,  technical  progress  has  been  very  great, 
and  capital  has  accumulated  to  the  point  of  sustaining  a 
system  which  for  its  new  techniques  and  its  accelerated  pro- 
ductivity was  not  even  dreamed  of  by  most  people  when 
Horace  Greeley  was  writing.  Yet  what  he  said  of  destitu- 
tion could  be  matched  a  hundred  years  later  on  Manhattan 
Island  and  indeed  in  every  section  of  the  United  States. 

1  The  area  which  used  to  be  the  Sixth  Ward  had  as  its  boundaries 
Grand  Street  on  the  north;  the  Bowery,  Chatham  Street  and  Park 
Row  on  the  east;  City  Hall  Park  on  the  south;  and  Broadway  on 
the  west.  Business  has  appropriated  much  of  it.  The  land  was  too 
"valuable"  for  living  quarters;  but  the  "East  Side"  of  which  it  was 
a  homogeneous  part  continues  to  be  "eminent"  for  poverty. 
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In  1934,  20  million  individuals  unable  themselves  to 
purchase  the  necessities  of  life  were  receiving  relief  from 
the  federal  government.  This  number  was  larger  than  the 
total  population  of  the  United  States  in  1830,  when  it  was 
12,866,020  (United  States  Bureau  of  the  Census,  Four- 
teenth Census:  Population  1830),  or  on  June  i,  1840, 
when  it  was  17,069,453. 

We  do  not  measure  poverty,  however,  merely  by  count- 
ing the  number  in  the  population  who  are  unable  to  obtain 
the  necessities  of  life.  We  may  discover  its  extent  and  char- 
acteristics if  we  observe  the  national  economy  as  a  whole. 
What  does  it  provide  for  the  housing  of  the  masses  of  the 
people  and  for  their  food? 


Of  housing  we  can  only  say  that  the  masses  in  the 
United  States  are  constantly  menaced  by  the  hazard  of 
being  dispossessed  for  failure  to  pay  their  rent.  Home 
ownership,  which  has  always  been  held  up  as  socially  de- 
sirable, is  a  goal  toward  which  many  have  striven.  But 
even  when  attained,  over  and  over  again  homes  have  been 
lost  with  foreclosures  of  mortgages. 

It  is,  however,  conceivable  that  home  ownership  should 
not  be  a  mark  of  a  high  standard  of  living.  It  is  possible 
that  the  comforts  of  shelter  could  be  better  provided 
through  renting.  And  indeed  many  individuals  in  the 
United  States,  wishing  to  be  free  to  move  from  one  com- 
munity to  another,  have  looked  upon  home  ownership  as  a 
burden  and  have  chosen  to  be  tenants.  But  whether  homes 
are  owned  or  rented,  the  essential  need  of  all  people  is 
security,  and  this  has  been  lacking  in  the  housing  of  the 
American  people. 
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Even  more  significant,  however,  than  the  uncertain 
claim  which  the  great  masses  of  the  people  have  upon  any 
place  which  they  can  call  home,  is  the  quality  of  the  hous- 
ing, compared  with  America's  potentialities  in  building  con- 
struction. In  1934  the  Westinghouse  Electric  and  Manu- 
facturing Company  set  up  for  exhibit  at  Mansfield,  Ohio, 
an  eight-room  "House  of  Tomorrow."  It  had  a  floor  space 
of  approximately  4,000  square  feet,  and  it  was  a  demon- 
stration in  the  use  of  electricity  for  home  comforts.  It  pro- 
vided for  the  use  of  about  30  times  more  kilowatt  hours 
than  the  present  average  house  of  similar  type.  The  19 
built-in  motors,  consuming  18,000  kilowatt  hours  annually, 
were  devised  for  air-conditioning,  sound  distribution, 
illumination,  and  the  elimination  of  drudgery  by  all  sorts 
of  household  appliances — by  vacuum-cleaning,  by  a  washer 
for  a  continuous  washing  process,  and  by  a  completely 
mechanized  kitchen  for  food  preparation  on  the  principle 
of  the  assembly  line  in  an  automobile  factory.  Yet  even 
then,  when  American  industry  could  produce  for  an  aver- 
age family  all  the  comforts  made  possible  by  mechanical 
invention,  the  Federal  Housing  Administrator,  in  an  ad- 
dress before  the  Chicago  Association  of  Commerce,  on 
October  24,  1934,  declared:  "Recent  investigations  have 
shown  that  .  .  .  approximately  3,000,000  homes  have 
deteriorated  to  such  an  extent  that  they  will  have  to  be 
either  practically  rebuilt  or  torn  down." 

This  process  of  deterioration  is  not  due  only  to  an  indus- 
trial depression.  It  arises  out  of  the  necessity  for  capital 
to  secure  its  returns  from  rentals  for  a  period  as  long  as 
possible  without  new  investments  in  new  houses  embody- 
ing new  inventions.  The  lag  between  the  discovery  of  an 
invention  and  its  displacement  of  the  old  method  is  prob- 
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ably  much  longer  in  the  home  than  in  a  factory,  for  the 
reason  that  new  machinery  in  production  is  likely  to  yield 
higher  profits  to  those  who  use  it;  whereas  the  building  of 
a  new  house  may  destroy  the  possibility  of  return  on  the 
old,  if  tenants  can  be  found  to  live  longer  in  the  old  and 
to  continue  to  pay  for  the  use  of  the  original  investment. 

The  inadequacy  and  insecurity  of  income  of  the  masses 
of  the  people  produce  enough  of  them  who  are  forced  to 
reside  in  buildings  which  were  none  too  comfortable  in 
the  beginning  and  have  not  improved  with  the  passing  of 
time.  So  bad,  indeed,  is  the  housing  in  many  communities 
that  it  is  recognized  as  a  root  of  many  other  social  prob- 
lems. Investigators  of  juvenile  delinquency  speak  of  "de- 
linquent areas"  because  of  the  large  number  of  crimes 
committed  in  certain  parts  of  a  city — always  the  slums, 
where  poverty  and  miserable  housing  go  together.  Simi- 
larly, health  maps  detect  the  presence  of  disease  in  greater 
proportion  in  these  same  areas.  And  indeed  in  common 
phraseology  "slums"  are  referred  to  as  "blighted  areas." 
Yet  these  are  the  places  where  industrial  workers  live. 

A  word  must  be  said  here  about  the  relation  of  stand- 
ards of  housing  to  women  and  women's  work.  The  home, 
not  being  profit-making,  is  left  behind  the  factory  in  its 
efficiency  in  a  profit-making  system.  Women's  work 
thereby  receives  its  lesser  valuation,  even  in  the  factory, 
and  women  whose  center  of  activity  is  in  the  type  of  house 
provided  for  the  large  majority  of  the  people  have  to 
endure  the  burdens  and  drudgery  of  their  surroundings. 
Here  also  the  children  live  and  learn  and  grow,  with  all 
the  disadvantages  to  their  health  and  education. 

Housing  is  a  notable  example  of  the  failure  to  utilize 
technology  to  raise  standards  of  living. 
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TOO   MUCH   WHEAT  AND  TOO   LITTLE  FOOD 

The  paradox  of  poverty  and  plenty  is  a  blight  also  upon 
the  food  supply  of  the  American  people.  There  is  poten- 
tially a  surplus  of  wheat.  But  of  dairy  products  and  vege- 
tables too  little  is  produced  to  give  a  proper  diet  to  the 
population  of  the  United  States. 

The  United  States  Department  of  Agriculture  has  set 
up  standards  for  diet.  In  November,  1933,  Circular  No. 
296  was  issued,  entitled  Diets  for  Four  Levels  of  Nutri- 
tive Content  and  Cost.  But  comparison  with  the  actual  pro- 
duction of  agriculture  revealed  alarming  deficiencies.  This 
whole  subject  was  discussed  at  a  conference  under  the 
auspices  of  the  International  Industrial  Relations  Institute 
in  New  York  in  November,  1934,  and  the  results  appear  in 
the  book  already  quoted  entitled  On  Economic  Planning. 
Yet  at  that  moment  the  government  was  conducting  an 
elaborate  program  of  paying  the  farmer  to  produce  less, 
thus  further  curtailing  the  food  supply  of  the  American 
people.  Not  on  this  ground,  however,  did  the  Supreme 
Court  declare  the  Agricultural  Adjustment  Act  unconsti- 
tutional. (See  Chapter  II.) 

Even  more  important  than  the  actual  deficiency  in  food 
would  be  the  reasons  why  we  have  too  much  wheat  while 
lacking  other  necessities.  Briefly,  it  may  be  said  that  wheat, 
grown  in  large  areas,  has  attracted  capital  which  has  stim- 
ulated mechanization,  increased  output  and  sought  new 
markets  in  other  lands.  Along  with  other  staples,  it  has, 
also,  been  an  object  of  erratic  speculative  activity  with  its 
disastrous  effects  upon  farmer  and  consumer.  Production 
has  not  been  planned  with  regard  to  the  easily  ascertain- 
able  needs  of  the  population,  but  in  response  to  the  promise 
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of  profits  or  the  chance  of  winning  them.  Nor  has  the 
activizing  agent  been  the  farmer,  but  the  profit-making 
economy  in  which  his  land,  machinery  and  methods  of 
production  and  opportunity  for  distribution  have  all  been 
enmeshed  in  the  same  network  of  corporations  with  their 
financial  controls  which  have  enmeshed  the  manufacturing 
system.  We  are  here  concerned,  however,  not  with  the 
economics  of  agriculture,  but  with  the  failure  of  the  Amer- 
ican agricultural  economy  to  provide  enough  food  of  suffi- 
cient nutritive  value  to  meet  the  standards  of  health  set 
for  the  people's  diet. 


In  the  period  since  1900,  hours  of  work  in  American  in- 
dustry have  greatly  decreased,  and  more  time  has  been  set 
free  for  leisure.  Increased  speed  and  intensity,  combined 
with  mechanization  and  the  resulting  excess  in  the  labor 
force,  have  shortened  hours.  The  automobile,  the  radio, 
the  motion  picture  and  baseball  have  consequently  become 
highly  profitable  as  commercialized  forms  of  recreation. 
Mass  production,  at  lower  prices  per  unit,  has  distributed 
more  widely  goods  and  services  once  regarded  as  luxuries. 
Of  course,  these  mitigate  poverty.  Nevertheless,  they  do 
not  protect  the  worker  against  the  curious  anomaly  of  in- 
security of  housing  and  food,  even  though  they  provide 
luxuries  for  wider  masses  of  the  population  than  ever  be- 
fore in  history.  Moreover,  cultural  needs  are  not  met.  The 
educational  budget  is  grossly  inadequate,  though  the  law 
compels  "universal  education."  Science  knows  how  to  keep 
people  physically  fit,  but  millions  lack  proper  medical  care 
because  they  cannot  pay  for  it.  Here  emerge  several  of  the 
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many  strange  contradictions  between  poor  living  conditions 
and  unused  capacity  to  produce. 

The  depths  of  poverty  are  not  constant  for  the  same  in- 
dividuals. Poverty,  like  prosperity,  fluctuates.  In  periods 
of  poverty  the  gains  made  during  prosperity  are,  in  part 
at  least,  lost.  If  this  were  a  mere  temporary  setback,  it 
might  be  regarded  with  complacency.  On  the  contrary, 
signs  are  not  lacking  that  insecurity  increases  as  the  eco- 
nomic system  under  which  we  live  develops  along  its  own 
essential  line.  Economic  crises  grow  increasingly  serious. 
The  more  intense  and  prolonged  the  crisis,  the  more  prob- 
lematical the  recovery. 

It  may  indeed  be  true,  as  Adam  Smith  said,  that  for 
every  very  rich  man  there  must  be  500  poor.  He  was  an 
accurate  observer  of  the  economic  system  which  was  de- 
veloping in  his  time.  It  seems  now  to  be  clear,  also,  that 
the  poverty  of  the  500  has  a  blighting  effect  upon  the  pro- 
ductive forces  from  which  the  wealth  of  the  rich  is  de- 
rived. 

Among  the  investigations  which  have  been  stimulated  by 
the  economic  depression  of  the  I93o's  in  the  United  States 
is  a  series  of  studies  by  the  Institute  of  Economics  of  the 
Brookings  Institution,  dealing  with  distribution  of  wealth 
and  income  in  relation  to  economic  progress.  The  second  of 
these  is  entitled  Americans  Capacity  to  Consume-,  and  the 
third,  The  Formation  of  Capital.  According  to  these 
studies,  inequality  is  increasing. 

There  has  been  a  tendency,  at  least  during  the  last  decade 
or  so,  for  the  inequality  in  the  distribution  of  income  to  be 
accentuated.  That  is  to  say,  while  the  incomes  of  the  masses 
of  the  people  were  rising  during  this  period,  the  incomes  of 
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those  in  the  upper  income  levels  increased  with  greater 
rapidity.  (America's  Capacity  to  Consume,  p.  126.) 

While  recognizing  the  interdependence  of  production 
and  consumption,  this  study  also  declares  that 

the  unfulfilled  consumptive  desires  of  the  American  people  are 
large  enough  to  absorb  a  productive  output  many  times  that 
achieved  in  the  peak  year  1929.  Even  in  lines  of  basic  necessi- 
ties great  wants  among  the  masses  of  the  people  still  go  unsatis- 
fied. The  trouble  is  clearly  not  lack  of  desire  but  lack  of 
purchasing  power.  (Ibid.,  p.  127.) 

Along  with  the  growth  of  inequality  has  gone  a  growth 
in  savings  in  proportion  to  consumption.  "The  proportion 
of  the  national  income  that  was  set  aside  as  savings  was 
large  and  increasing."  (The  Formation  of  Capital,  p.  7.) 
Out  of  this  situation  the  investigators  declared  that  "the 
demand  for  capital  goods  is  derived  from  the  demand  for 
consumption  goods.  Hence,  an  increase  in  savings  at  the 
expense  of  consumptive  demand  will  decrease  rather  than 
increase  the  output  of  capital  goods."  (Ibid.,  p.  157.) 

Expressed  in  less  technical  terms,  investors,  or  posses- 
sors, have  received  too  much  money,  and  wage-earners  too 
little.  If  wage-earners  receive  too  little  with  which  to 
purchase  the  goods  made  for  consumers,  opportunities  for 
profitable  investment  decline.  This  is  because  industry  does 
not  purchase  the  machines  made  to  equip  it  for  making 
more  consumers'  goods.  At  the  same  time,  for  lack  of 
purchasing  power,  the  wants  of  the  people  are  not  ful- 
filled. Poverty  is  both  an  individual  problem,  and  social. 
A  society,  as  a  whole,  can  be  poor.  Poverty  for  the  nation, 
as  for  the  individual,  is  a  deficiency  in  the  standards  which 
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the  science  and  invention  of  the  time  make  possible  and 
desirable. 

In  such  a  definition,  it  is  well  not  to  forget  what  this 
means  for  the  individual.  Every  year,  before  Christmas, 
the  New  York  Times  publishes  a  series  of  authentic 
"cases" — "The  Hundred  Neediest"  known  to  the  social 
agencies.  The  public  are  asked  to  contribute.  Here  is  one 
of  December,  1935: 

Case  54.  Julie,  who  is  1 8,  works  in  a  laundry  three  days  a 
week  for  eight  dollars.  She  keeps  asking  the  manager  to  put 
her  on  a  full-time  schedule  so  that  she  can  earn  twelve.  She 
needs  the  extra  money  because  she  is  the  only  support  of  four 
younger  brothers  and  sisters  and  her  3 7 -year-old  mother,  who 
is  so  crippled  with  arthritis  that  she  is  scarcely  able  to  do  her 
housework.  Two  years  ago  Julie's  father  died  in  an  insane 
asylum  in  Detroit  after  he  had  broken  down  under  the  pro- 
longed strain  of  his  work  as  a  mechanic  in  an  automobile  fac- 
tory geared  to  a  high  rate  of  production.  Mrs.  B.  and  her  five 
children  had  enough  savings  to  live  on  for  the  first  year,  but 
as  soon  as  Julie  was  16  she  decided  to  come  back  to  Brooklyn, 
where  the  family  used  to  live,  stay  with  relatives,  get  a  job 
and  then  send  for  her  mother  and  the  other  children.  The 
plan  worked,  and  Mrs.  B.,  Leon,  16;  Frank,  15;  Hazel,  14; 
and  Johnny,  13,  came  here  eighteen  months  ago.  The  earnings 
of  Mrs.  B.  and  Julie  supported  the  family  until  the  mother 
broke  down  some  time  ago.  Mrs.  B.  is  not  eligible  for  a 
widow's  pension  because  she  cannot  meet  the  resident  require- 
ments, and  she  and  Julie  and  the  children  need  help  during  the 
coming  year.  Amount  needed,  $394. 

Perhaps  this  is  what  the  National  Association  of  Manu- 
facturers calls  "the  ancient  problems  of  individual  pov- 
erty." Yet  in  many  of  its  elements,  this  case  grows  out  of 
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social  and  industrial  conditions.  Speed-up  in  the  automobile 
industry;  the  burden  of  sickness  resting  upon  wage-earners' 
savings,  with  no  health  insurance  to  give  even  a  modicum 
of  security  j  regulations  as  to  "residence"  in  a  city  which 
deprive  a  widowed  mother  of  relief  j  low  wages  for  young 
girls  in  industry,  despite  the  staggering  load  of  family  sup- 
port which  they  often  carry  j  part-time  employment  and 
correspondingly  low  income  j  and  the  inadequacies  and  un- 
certainties of  relief  by  private  agencies.  These  are  condi- 
tions of  insecurity  which  are  repeated  day  after  day  in  the 
lives  of  millions  of  workers'  families  in  rich  America.  It 
might  be  well  to  scan,  in  this  connection,  the  profits  in 
the  automobile  industry,  and  then  compare  the  security  of 
its  owners  with  the  lot  of  one  of  its  skilled  workers,  the 
mechanic  whose  widow's  and  children's  distress  became 
Case  54  among  New  York's  "One  Hundred  Neediest." 

Such  a  mishap  is  not  primarily  an  individual  failure. 
Few  Americans  can  avoid  losing  their  foothold  if  unem- 
ployment from  any  of  the  numerous  familiar  causes  in- 
terrupts earnings.  Poverty  must  be  defined  as  the  defeat 
of  large  numbers  in  the  population  in  their  struggle  to 
escape/  the  economic  hazards  arising  from  common  in- 
security. Society,  not  the  individual,  is  responsible  for  this 
mass  defeat.  Poverty  of  the  many  is  the  inevitable  result 
of  the  possession  of  wealth  and  privilege  by  the  few. 


VII.    CRIME    AND    POSSESSION 


THE  great  majority  of  violations  of  law  which  lead  to 
prison  are  crimes  against  property.  Nor  is  possession  of  the 
particular  article  the  motive.  What  is  wanted,  usually,  is 
the  money  which  its  sale  will  bring.  However  decisive  in 
the  individual's  act  may  be  his  so-called  "weakness"  of 
character,  crime  cannot  be  understood  without  taking 
account  of  the  influence  of  social  and  economic  conditions 
upon  the  offender. 

Here  is  part  of  the  story  of  a  young  "delinquent"  in 
Chicago,  as  he  told  it  to  an  investigator: 

My  neighborhood  is  located  on  the  fringe  of  the  Union 
Stock  Yards  .  .  .  with  the  odors  from  the  packing  houses  and 
fertilizer  plants  permeating  the  air.  .  .  .  Squalid  houses,  un- 
painted,  in  need  of  repairs  and  some  sagging.  ...  At  least 
two  saloens  to  the  street  block  .  .  .  not  counting  speak-easies. 
.  .  .  Policemen  in  squad  cars  stopping  in  front  of  saloons  and 
getting  out  .  .  .  soon  coming  out,  maybe  wiping  the  foam  of 
the  beer  off  their  mouths  .  .  .  then  .  .  .  getting  off  at  the 
next  saloon.  .  .  . 

Dirty  looking  butcher  shops.  .  .  .  His  scales  are  usually 
out  of  balance,  though  in  a  way  to  favor  him.  He  sells  on 
credit  and  overcharges,  but  if  he  did  not  gyp  them  he  would 
lose,  because  many  of  his  customers  default.  .  .  . 

An  examination  of  one  of  these  customers'  homes  would 
show  a  sight  that  will  be  remembered.  .  .  .  These  homes  are 
...  of  four  rooms  each.  The  kitchen  .  .  .  used  as  the  din- 
ing, living  and  sometimes  the  sleeping  room.  .  .  .  No  bath- 
tub, only  a  sink  with  running  water.  Usually  besides  four  or 
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five  kids  to  the  family  there  are  a  couple  of  boarders.  The  kids 
sleep  on  the  floor.  .  .  . 

The  majority  of  these  people  are  slaves  to  hard  work,  drink, 
and  a  routine  existence.  Their  diet  consists  usually  of  sauer- 
kraut, spare  ribs,  and  neck  bones.  They  put  the  kids  to  work 
at  an  early  age,  looking  for  wood,  coal,  junking  or  stealing. 

The  children  are  broken  in  on  stealing  by  many  of  the 
parents.  It  usually  starts  out  by  the  parents  sending  them  out 
to  pick  coal  on  the  railroad  tracks;  most  of  the  kids  do  not 
like  this;  they  would  rather  play,  but,  as  an  incentive,  the 
parent  offers  a  small  sum  of  money;  this  means  shows,  candy, 
and  anything  else  that  a  child  wants.  .  .  .  Later  they  steal 
out  of  the  coal  yards  themselves.  ...  As  they  get  a  little 
older  they  go  junking.  .  .  .  They  turn  to  investigating  old 
houses  and  often  find  lots  of  brass  and  lead  in  them.  .  .  . 
They  next  turn  to  stealing  off  peddlers.  .  .  .  Now  that  they 
really  are  in  the  racket,  the  other  lads  begin  to  respect  them. 
.  .  .  The  older  boys  suggest  things  and  the  little  fellows  start 
stealing  in  earnest.  .  .  . 

The  newspapers  are  their  colleges  and  high  schools.  They 
begin  to  ponder,  Why  can't  I  be  a  big  shot?  I  will  never  get 
nowhere  stealing  about  thirty  dollars  worth  of  stuff^a  week. 
Looking  more  deeply  into  this,  they  find  that  gunmen  control 
most  of  the  rackets  in  their  neighborhood,  and  they  would  not 
take  just  anybody  into  their  gang.  .  .  . 

Disposal  of  stolen  goods  was  easy;  people  did  not  ask  ques- 
tions, as  long  as  you  did  not  steal  from  them.  If  police  were 
looking  for  you,  the  buyers  of  the  stolen  article  .  .  .  gave 
false  leads  to  the  police,  to  protect  the  hunted.  ...  A  child 
from  infancy  was  taught  to  shun  and  hate  the  coppers. 

There  are  many  fences  [places  where  stolen  goods  are 
received]  in  the  neighborhood.  .  .  . 

My  neighborhood  was  filled  with  rackets  of  all  kinds,  from 
stealing  pennies  from  news  stands  to  stickups.  The  little  fel- 
lows begin  by  stealing  little  things  and  bumming  from  school. 


I9O  CREATIVE     AMERICA 

We  "big  shots"  steal  automobiles,  stick  up,  and  do  robbery 
jobs.  .  .  .  No  kid  wants  to  be  in  a  piker's  racket  very  long 
and  steal  coal  and  junk,  because  he  sees  bigger  money  in  the 
stick-up  game,  and  if  you  make  a  hit  with  the  right  mob, 
you're  all  set.  (National  Commission  on  Law  Observance  and 
Enforcement,  Reports,  Vol.  VI,  The  Causes  of  Crime:  Social 
Factors  in  Juvenile  Delinquency  y  pp.  128-132.) 

This  sketch  appeared  in  the  published  reports  of  the 
National  Commission  on  Law  Observance  and  Enforce- 
ment, in  a  chapter  of  the  special  study  noted.  The  chap- 
ter's title  was,  significantly,  "The  Spirit  of  Delinquency 
Areas."  It  was  one  of  several  studies  made  by  the  Com- 
mission, appointed  by  President  Hoover  in  1929  with  Con- 
gressional authorization  and  funds. 

The  original  task  of  the  Commission,  it  will  be  re- 
called, was  to  examine  the  controversial  questions  involved 
in  the  Eighteenth  Amendment,  prohibiting  the  manufac- 
ture, sale,  or  transportation  of  intoxicating  liquors.  The 
Amendment  was  repealed  in  1933.  The  ramifications  of 
the  subject  were  such  that  the  Commission  broadened  its 
scope  in  order  to  deal  with  other  related  aspects  of  law 
enforcement,  including  the  causes  of  crime.  The  study  cov- 
ered a  wide  area,  with  new  investigations  and  summaries 
of  previous  studies. 

Among  the  investigations  was  an  inquiry  into  the  in- 
fluence of  unemployment  on  crime.  The  basic  material  for 
this  came  from  two  sources:  one,  a  review  of  case  records 
in  Sing  Sing  Prison,  to  detect,  in  so  far  as  they  were  re- 
corded, the  economic  factors  in  crime ;  the  other,  a  statis- 
tical analysis  of  records  in  the  State  of  Massachusetts.  The 
conclusions  have  special  significance  for  this  book,  because 
they  reveal  the  fact  that  crime  fluctuates  in  a  definite  rela- 
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tionship  with  social  insecurity.  It  is  not  a  permanent  char- 
acteristic of  "human  nature,"  appearing  regularly  in  the 
population  and  revealing  an  unchanging  proportion  of 
individuals  who  are  "criminals."  Though  it  is  of  course  a 
human  being  who  commits  the  crime,  nevertheless  it  is 
out  of  changing  social  and  economic  conditions  that  varia- 
tions in  the  number  of  offenses  against  the  law  frequently 
arise. 

Massachusetts  has  a  long  series  of  statistics  both  of  crime 
and  of  employment.  The  state  takes  an  annual  census  of 
manufactures,  showing  the  number  employed  each  month. 
From  this  the  fluctuations  in  employment  can  be  traced 
from  the  year  1889.  Statistics  of  crime  on  a  statewide  basis 
date  back  to  1832.  These  show  the  character  of  offenses 
and  make  it  possible  to  differentiate  between  crimes  against 
property  and  other  violations  of  law.  It  is  in  crimes  against 
property  that  one  would  expect  to  find  reflected  any  in- 
fluence exerted  by  unemployment.  Briefly,  the  findings  on 
this  point,  under  the  heading  "Crime  During  Years  of 
Depression,"  were  summed  up  as  follows: 

The  consistency  with  which  the  volume  of  certain  types  of 
crime  rises  above  the  average  of  the  immediately  surrounding 
years  when  the  employment  index  drops,  is  plainly  indicated  in 
charts.  .  .  . 

Whether  measured  in  deviations  in  prosecutions  or  admis- 
sions, whether  occurring  early  or  late  in  the  period  of  years 
studied,  a  consistent  story  is  told  of  an  increase  in  the  number 
of  vagrancy  cases,  and  also  a  fairly  consistent  story  as  to  an 
increase  in  the  number  of  crimes  against  property,  especially 
those  involving  violence.  (National  Commission  on  Law  Ob- 
servance and  Enforcement,  Vol.  VI,  Re-port  on  the  Causes  of 
Crime,  p.  3°5') 
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Analysis  of  "crime  during  years  of  prosperity"  revealed 
that 

almost  none  of  the  years  where  employment  conditions  were 
at  all  favorable  showed  a  tendency  toward  a  larger  volume  of 
vagrancy,  the  exact  reverse  of  the  situation  found  in  the  years 
of  serious  unemployment.  (Ibid.,  p.  311.) 

In  New  York  State  less  detailed  statistics  on  crime  were 
available  from  1830  to  1927,  but  no  comparable  employ- 
ment statistics  existed  except  for  the  brief  period  begin- 
ning with  1914.  For  this  period  the  conclusion  was  drawn 
that 

in  every  year  from  1914  on,  the  crimes  in  the  year  of  low 
point  in  business  were  markedly  greater  in  number  than  in  the 
year  of  the  nearest  high  point  in  prosperity.  For  the  well  re- 
membered business  depressions  of  1914  and  1921  these  con- 
trasts are  noteworthy.  (Ibid.,  p.  319.) 

The  records  of  individuals  admitted  to  Sing  Sing  in 
a  recent  period,  combined  with  these  statistics  of  crime,  led 
to  the  following  conclusion  regarding  security  of  employ- 
ment as  a  preventive  of  crime: 

These  inquiries  began  with  the  question:  If  a  nation  or  a 
community  wishes  to  approach  more  and  more  closely  toward 
law  observance  and  enforcement,  what  conditions  will  it  seek 
to  establish  for  the  occupational  life  of  the  individual  and  the 
economic  life  of  the  community? 

The  first  answer  suggested  by  the  data  at  hand  is :  Security  of 
employment.  This  means  removing  the  fluctuations  which 
cause  recurrent  unemployment,  and  meanwhile,  since  that  task 
is  a  momentous  one,  establishing  provisions  to  prevent  the  bur- 
den of  present  conditions  from  falling  with  crushing  weight 
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upon  those  members  of  society  whose  other  defenses  are 
already  weakened.  (Ibid.y  p.  330.) 

The  society  in  which  the  economic  center  is  insecure  must 
expect  to  have  to  deal  with  the  results  of  disintegration,  both 
individual  and  social.  (Ibid.y  p.  333-) 

Underlying  the  series  of  studies  bearing  on  unemploy- 
ment in  its  influence  upon  crime  is  the  fact  that  the  large 
majority  of  crimes  have  been  against  property  rather  than 
against  individuals.  Moreover,  of  those  in  Sing  Sing  Prison 
whose  records  were  analyzed,  "a  considerable  proportion 
— smaller  in  good  times  and  larger  in  hard  times — are 
unemployed  at  the  time  they  commit  the  offense  for 
which  they  are  being  punished."  (Ibid.,  p.  193.) 

A  special  study  of  Negroes  brought  out  the  fact  that 

for  the  Negro  population  inside  and  outside  of  prison,  this  and 
other  studies  have  shown  that  frequent  unemployment  and  in- 
adequate wages  are  peculiarly  characteristic  conditions.  A 
study  of  the  influence  of  unemployment  upon  crime  must 
necessarily,  then,  give  special  attention  to  the  Negro  group,  in 
which  both  unemployment  and  penal  punishment  seem  to  be 
disproportionately  common.  (Ibid.,  p.  222.) 

Summarizing  this  and  other  studies, 

one  finds  the  presence  of  other  factors  which  would  tend  to 
invalidate  the  opinion  that  high  rates  of  crime  among  Negroes 
are  due  to  an  inherent  racial  criminality.  The  low  economic 
status  of  the  offender  in  many  instances  prevents  his  paying 
a  fine,  so  that  he  is  forced  to  the  alternative  sentence  of  im- 
prisonment. Poverty  and  the  restricted  opportunity  for  securing 
employment  contribute  to  the  large  number  of  cases  of  larceny 
and  robbery.  (Ibid.,  p.  252.) 


1 94  CREATIVE     AMERICA 

Crime  has  many  aspects.  Individual  behavior  may  be 
studied  for  the  light  it  may  throw  on  the  subject  of  crimi- 
nality and  its  causes ;  or  the  extent  and  characteristics  of 
crime  may  be  measured  for  a  community,  or  even  a  nation 
as  a  whole.  In  its  relation  to  social  security  in  the  United 
States,  criminality  needs  analysis  as  an  aspect  of  the  na- 
tional social  economy.  That  it  undermines  social  security, 
is  sufficiently  evident.  That  it  is  a  symptom  of  social  inse- 
curity, seems  to  be  indicated  in  the  studies  which  have  been 
briefly  described.  The  impression  is  widespread  that  law- 
breaking  has  taken  on  a  special  character  in  the  United 
States  in  the  last  few  years,  of  which  the  distinguishing 
mark  is  that  crime  has  become  an  organized  business.  It 
has  its  hired  hands,  its  promiment  leaders,  its  techniques 
and  its  treasury.  Its  purpose  is  to  get  money  by  tribute 
exacted  from  its  victims.  Housebreaking  and  theft  are 
primitive  compared  with  the  ingenious  technique  of  rack- 
eteers. 

The  "personnel"  for  the  business  of  crime  is  recruited 
from  a  population  of  which  it  must  be  said  that  the  vast 
majority  are  law-abiding.  For  the  weakness  of  those  who 
succumb  to  temptation,  the  community  has  a  large  responsi- 
bility. Children  are  neglected.  They  are  left  without  ade- 
quate provision  for  schooling  or  for  recreation.  Many  of 
the  houses  are  unfit  for  human  habitation.  Overcrowding 
destroys  the  privacy  essential  to  family  life.  Moreover,  the 
treatment  of  offenders  in  penal  institutions  tends  to  de- 
velop criminality  rather  than  to  help  the  individual  to 
find  a  normal  place  in  society.  These  and  other  conditions 
have  been  recognized  in  many  investigations  as  causes  of 
crime. 

Public   opinion,   moreover,   has   actually   developed   a 
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moral  code  which  has  supported  big  business  in  acts  often 
detrimental  to  public  welfare.  The  longing  to  share  in  the 
quick  development  of  the  riches  of  America  has  made 
many  applaud  success  in  achieving  them,  even  when  to  do 
so  was  to  sanction  predatory  methods.  This  code  has  its 
reflection  in  the  applause  of  the  underworld  for  the  success- 
ful gangster.  Very  much  as  big  business  has  passed  from 
the  hands  of  individual  Empire  Builders  to  the  control  of 
syndicates  that  are  international  in  their  reach,  so  has 
crime  gone  beyond  the  individual  criminal.  Organization 
has  made  of  it  a  system. 

The  methods  of  organized  crime  in  America  were  de- 
scribed in  1935  by  a  special  prosecutor,  Thomas  E.  Dewey, 
appointed  to  assist  a  grand  jury  in  the  city  of  New  York 
in  an  investigation  ordered  by  the  Governor  of  the  state 
into  organized  crime  and  racketeering.  The  word  has  been 
coined  to  describe  America's  newest  form  of  "getting  rich 
quick."  The  Oxford  Dictionary  defines  a  "racket"  as  a 
"trick,"  "scheme,"  or  "game"  5  and  the  noun  indicating 
the  actor  in  the  game  is  evidently  formed  on  the  model 
of  the  word  "profiteer" — he  who  won  unenviable  notoriety 
in  war  time.  His  title  in  the  dictionary  dates  back  to  1797, 
and  he  is  described  as  "one  who  makes  or  attempts  to  make 
profits  on  the  sale  of  necessaries  during  a  period  of  scarcity, 
e.g.  in  war  time."  The  "racketeer"  is  not  yet  mentioned  in 
the  Oxford  Dictionary. 

This  type  of  crime  to  be  investigated  by  the  grand  jury 
was  described  by  New  York's  special  prosecutor,  who  ex- 
plained that  the  inquiry  would  not  concern  itself  with 
"ordinary  prostitution,  lottery  and  gambling,"  'but  "with 
vice  only  where  it  exists  in  an  organized  form." 
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We  are  concerned  with  those  predatory  vultures  who  traffic 
on  a  wholesale  scale  in  the  bodies  of  women  and  mere  girls  for 
profit.  .  .  .  We  are  concerned  with  professional  criminals 
who  run  large,  crooked  gambling  places  .  .  .  operated  on  a 
large  scale  .  .  .  for  the  profit  of  the  criminal  underworld. 
Any  criminal  operation  which  pours  money  into  the  coffers 
of  organized  crime  is  a  continuing  menace  to  the  safety  of  the 
community.  (New  York  Times,  July  31,  1935.) 

Citing  two  cases  prosecuted  by  him  in  the  federal  courts 
against  "policy  bankers,"  or  operators  of  numbers  games 
and  lotteries,  he  estimated  that  in  Harlem  alone — the  dis- 
trict where  a  large  proportion  of  the  people  are  Negroes — 
the  total  net  profits  of  between  ten  and  fifteen  such  lot- 
teries were  ten  million  dollars  or  more  a  year.  Since  the 
conviction  of  the  two  operators  mentioned,  several  of  these 
games  had  been  "concentrated  into  the  hands  of  one  or 
two  gangs  of  organized  racketeers  who  also  are  the  bankers 
and  operators  of  some  of  the  major  business  rackets  in  this 
city."  He  drew  the  conclusion  that  "the  underworld  takes 
$10,000,000  to  $15,000,000  a  year  out  of  the  numbers 
game  alone  to  finance  its  depredations  against  legitimate 
business  and  the  lives  of  the  people  of  New  York."  At  this 
point  came  a  startling  statement  of  the  relation  between 
the  underworld  and  government  itself:  "With  such  a  war 
chest  organized  crime  has  the  means  of  corrupting  public 
officials  and  buying  immunity  from  punishment." 

Having  shown  the  source  of  the  budget  for  the  business, 
the  special  prosecutor  went  on  to  describe  the  characteris- 
tics of  racketeering  and  its  methods: 

Modern  racketeering  may  be  defined  as  the  business  of  suc- 
cessful intimidation  for  the  purpose  of  regularly  extorting 
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money.  .  .  .  Most  racketeers  operate  in  disguise.  The  first 
step  in  organizing  a  racket  is  to  make  it  look  like  a  legitimate 
business.  .  .  .  The  racket  is  found  in  its  crudest  form  in  the 
many  vegetable,  fish  and  other  food  markets.  There  the 
racketeer  frequently  calls  himself  a  "watchman."  For  regular 
pay  from  the  business  men  in  the  market  he  agrees  to  protect 
them  from  himself.  ...  It  is  always  a  case  of  pay  up  or  take 
the  consequences.  .  .  .  Truck  tires  are  slashed  in  the  night, 
fresh  vegetables  and  fish  are  soaked  with  gasoline  or  stolen, 
customers  are  intimidated,  employes  are  beaten  up,  plate  glass 
windows  are  broken,  and  often  whole  stores  are  completely 
wrecked.  The  business  man  quite  quickly  starts  paying  if  he 
can,  or  closes  his  business  if  he  cannot  pay.  (Ibid.) 

A  more  complicated  disguise  is  to  assume  the  form  of  a 
trade  association. 

In  some  industries  in  New  York,  organized  crime  has 
actually  been  invited  by  certain  groups  of  business  men,  to 
"organize"  as  they  call  it,  in  the  industry.  Some  merchants 
find  they  cannot  make  as  much  profit  as  they  would  like.  They 
decide  to  "organize"  the  industry  to  raise  prices,  at  the  expense 
of  the  public. 

Legitimate  trade  associations  cannot  and  will  not  serve  their 
purpose.  These  business  men  promptly  discover,  however,  that 
the  underworld  is  always  ready  to  serve  any  master  for  a  price. 
The  result  has  been  the  organization  in  many  industries  in  this 
city  of  pretended  trade  associations,  which  are  in  fact  nothing 
but  cloaks  for  racketeers.  Sometimes  the  greedy  business  man 
starts  the  association ;  sometimes  the  racketeers  start  it  for  their 
own  purposes  and  force  it  on  the  industry.  The  result  is  always 
the  same.  The  [legitimate]  business  man  and  the  public  pay, 
and  the  racketeers  take  the  profits.  (Ibid.) 

The  trade  group  is  the  racketeer's  most  effective  and 
most  modern  disguise.  It  adopts  a  constitution  and  per- 
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suades,  bribes  or  intimidates  supposedly  respectable  mem- 
bers of  the  industry  to  become  officers.  It  assumes  the  task 
of  "protecting"  the  trade  from  abuses  and  of  gathering 
statistics  useful  to  the  industry.  If  a  business  man  does  not 
join  promptly,  when  politely  invited,  "more  powerful 
methods  are  brought  to  bear.  His  windows  are  broken  and 
his  employes  are  assaulted.  Stink  bombs  ruin  his  goods 
and  drive  away  his  customers.  If  he  surrenders  ...  as  he 
almost  always  does,  he  starts  out  by  paying  heavy  dues, 
and  from  then  on  he  pays  and  pays."  If  he  cannot  pay, 
he  closes  his  business  rather  than  seek  to  have  the  rack- 
eteers exposed  and  punished.  "Tragically  enough,"  said 
Mr.  Dewey,  "many  business  men  have  reached  the  cynical 
conclusion  that  rackets  cannot  be  broken  up.  They  keep 
their  own  counsel  and  fight  their  losing  battle."  In  fact, 
men  fear  to  testify.  Mr.  Dewey  described  a  case  in  which 
22  witnesses  of  the  murder  of  a  trade  union  president  were 
so  terrrorized  that  they  all  claimed  neither  to  have  seen 
the  murderer  nor  to  be  able  to  identify  him. 

The  trade  union  is  sometimes  the  instrument  of  disguise 
chosen  by  the  racketeer. 

In  one  case  in  which  I  participated  in  the  Federal  courts, 
against  an  important  leader  in  the  building  trades,  it  was  proved 
that  he  had  called  strike  after  strike  solely  for  the  purpose  of 
extorting  large  sums  of  money  from  builders  as  the  price  of 
completion  of  their  buildings.  There  was  never  the  slightest 
improvement  in  the  wages  paid  to  the  workmen  or  in  any 
working  conditions  on  the  job  when  the  men  went  back  to 
work  after  the  pay-off  to  this  leader.  The  members  of  his  union 
starved  in  vain  on  the  streets  during  his  shake-down  strikes. 
Those  members  of  his  union  who  dared  to  oppose  him,  and 
they  numbered  about  500,  received  prompt  discipline.  They 
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were  kept  out  of  work  for  years  and  were  assaulted  if  they 
opened  their  mouths  at  meetings.  (Ibid.} 

These  statements  were  the  official  pronouncement  of  a 
public  officer  outlining  plans  for  a  jury  investigation.  They 
serve  to  describe  an  amazing  situation  in  the  United  States, 
difficult  to  explain,  and  still  more  difficult  to  change. 

Here  is  greed  for  gain  using  criminal  methods.  Here  is 
the  exploitation  of  man  and  society  by  its  outlaws.  This  is 
the  reflection  in  the  underworld  of  practices  involved  in 
the  forces  which  carry  on  business  in  its  open  and  lawful 
forms — ruthless  crushing  of  competition  5  employment  of 
thugs  against  labor j  beating  down  wages  to  get  the  largest 
profit  for  owners  j  the  "legitimate"  exploitation  of  man 
by  man.  The  possessive  forces  of  "lawful"  business  have 
their  ugly,  illicit  counterpart  in  the  criminal  world,  and 
even  supply  its  patterns  in  trade  associations  and  in  unions 
in  which  democratic  controls  have  been  lost  to  corrupt  and 
domineering  leaders. 

The  underworld  is  not  the  working  class  in  any  true 
sense.  Its  recruits  are  outlaws  from  all  classes,  feeding  on 
the  rot  in  society's  foundations.  Such  practices  could  never 
succeed  if  chaos  and  anarchy  were  not  prevalent  in  busi- 
ness and  industry.  Greed,  mutual  suspicion,  and  willing- 
ness to  gain  advantage  for  oneself  at  the  expense  of  others, 
characterize  the  prevailing  practices  in  many  businesses. 
All  these  weaknesses  set  an  example  and  give  the  oppor- 
tunity for  organized  crime  to  ply  its  trade.  Nor  could 
recruits  be  found  if  social  and  economic  conditions,  such 
as  those  described  in  the  beginning  of  this  chapter,  were 
not  turning  the  children  of  the  poor  into  outlaws  who  have 
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known  only  poverty  and  insecurity,  with  no  chance  for  a 
decent  job. 

Similarly  the  victims  are  exposed  by  their  own  insecurity 
to  accept  the  racketeer's  schemes.  It  is  no  accident  that  such 
enormous  sums  are  taken  from  the  numbers  games  in 
Harlem,  where  thousands  of  Negroes,  out  of  work  and 
suffering  discrimination  in  their  search  for  jobs,  find  no 
other  means  than  a  lottery  which  gives  them  a  chance  to 
get  money  for  rent.  Small  business  men,  likewise,  facing 
the  difficulties  of  increasing  concentration  in  chain  stores 
and  similar  hazards  to  their  security,  listen  to  the 
racketeers. 

The  public  reaction  from  time  to  time  is  to  call  for  sav- 
age punishment  as  the  remedy  for  crime,  and  even  to  urge 
denial  of  prisoners'  rights  in  court.  In  the  case  of  many 
individuals  who  are  not  part  of  the  organization  of  crime, 
this  increasing  demand  for  vengeance  may  work  grave  in- 
justice; it  will  never  touch  the  root  causes  of  racketeering. 
Indeed,  it  is  likely  to  have  the  effect  merely  of  raising  the 
price  of  protection  and  increasing  the  corruptibility  of 
corrupt  public  officials. 

Crime  such  as  this  in  America  is  a  symptom  of  a  general 
social  disorganization.  It  is  the  undermining  of  civilization. 
It  cannot  be  cured  by  superficial  measures,  nor  can  its 
causes  be  isolated  and  eliminated  without  reference  to  gen- 
eral disintegration.  To  abolish  conditions  like  these  perma- 
nently requires  nothing  less  than  the  constructive  building 
of  the  social  order  on  new  foundations  of  social  security. 
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MIGRATION  has  peopled  America  with  members  of 
every  branch  of  the  human  race.  These  are  the  workers 
who  have  created  the  material  base  for  a  new  nation  on  a 
vast  continent. 

In  all  stages  of  the  world's  history  human  migration 
may  be  interpreted  as  the  quest  for  bread,  with  the  urge 
toward  security  as  its  purpose.  A  static  tribe,  content  with 
its  own  insufficient  resources  for  food,  has  not  contributed 
to  the  progress  of  humanity.  Out  of  the  movement  of  peo- 
ples from  land  to  land,  new  discoveries  have  emerged  in 
the  ceaseless  quest  for  such  control  of  the  earth's  riches  as 
shall  insure  to  the  individual  and  to  his  nation  lasting  pro- 
tection against  famine.  This  is  not  to  say  that  hunger  and 
insecurity  are  the  causes  of  progress.  The  point  is,  rather, 
that  the  human  qualities  which  have  overcome  such  handi- 
caps could  be  better  used  in  the  higher  service  of  civiliza- 
tion after  the  struggle  for  security  has  established  a  new 
basis  for  society. 

When  two  nations  or  two  races  claim  the  same  land  and 
the  same  food,  conflict  results.  Each  fundamentally  is 
fighting  not  against  other  human  beings,  but  against  the 
forces  of  nature  and  of  society  which,  as  the  experience  of 
the  race  has  shown,  may  defeat  a  people  by  withholding 
or  destroying  their  daily  bread. 

All  the  factors  making  for  insecurity  and  the  fear  of  it 
intensify  racial  antagonisms.  In  primitive  times  a  tribe  not 
knowing  how  to  control  wind  and  drought  and  the  poverty 
of  the  soil  or  the  attacks  of  wandering  groups  who  were 
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trying  to  escape  from  the  same  natural  elements,  devel- 
oped the  idea  of  the  tribal  god  able  to  protect  his  people 
against  all  dangers  and  to  punish  their  enemies.  When  the 
forces  against  security  for  any  society  are  not  understood 
and  hence  not  controlled,  blind  reactions  follow  and  domi- 
nate the  whole  community.  Racial  superiority,  which  has 
for  its  corollary  racial  exploitation,  is  the  new  tribal  god 
held  before  the  people  to  divert  their  minds  from  eco- 
nomic problems. 

In  modern  times,  the  possibility  of  control  over  the 
hazards  to  physical  security  appears  to  have  been  demon- 
strated by  invention  and  technical  progress.  Within  every 
nation,  however,  is  a  class — the  working  class — which  has 
no  control  over  the  use  of  the  inventions  and  the  machines 
whereby  security  can  be  achieved.  Broadly  speaking,  the 
migrations  since  the  industrial  revolution  have  been  the 
movements  of  the  working  class  from  one  nation  to 
another,  in  search  not  directly  of  bread  but  of  jobs  given 
by  those  who  have  laid  claim  to  possess  the  land  and  the 
means  for  producing  and  distributing  bread. 

Each  new  migration  tends  to  draw  into  a  new  land 
the  people  of  a  nation  or  a  race  who,  in  order  to  secure  a 
foothold,  are  ready  for  a  degree  of  exploitation — underpay 
and  overwork — against  which  the  groups  migrating  earlier 
have  begun  to  offer  resistance.  Here  naturally  arises  the 
opportunity  for  setting  one  racial  or  national  group  against 
another  in  order  to  hold  all  workers  in  check  as  a  control- 
lable labor  force  to  serve  the  needs  of  industrial  expansion. 

The  ebb  and  flow  of  successive  migrations  to  the  United 
States  in  response  to  fluctuations  in  American  business 
have  been  sketched  briefly  in  Chapter  III.  The  United 
States  census  of  1930  shows  the  result  in  a  population 
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composed  of  all  nations  and  races,  who  have  come  not 
only  as  individuals,  but  in  groups  whose  national  origin 
has  given  the  distinctive  character  of  its  racial  background 
to  each  period  of  immigration  and  to  various  areas  of  set- 
tlement. Competition  for  an  economic  foothold  in  a  new 
land  has  frequently  taken  the  form  of  conflict  between 
national  groups.  The  latest  to  arrive  has  suffered  the 
greatest  disadvantage.  Industry,  seeking  cheap  labor,  has 
displaced  the  established  group  in  favor  of  newcomers  who 
would  accept  lower  wages.  Competition  for  jobs  is  only  a 
phase  of  industrial  exploitation. 

The  methods  of  corralling  this  labor  force  were  cruel 
and  wasteful.  Government  reports  on  conditions  among 
the  immigrants  are  full  of  significant  facts.  The  workers, 
whatever  their  race,  who  were  the  most  recent  arrivals 
were  the  lowest  in  the  scale,  with  the  lowest  pay,  the 
greatest  insecurity,  the  poorest  housing  and  the  least  chance 
for  justice  if  they  came  into  conflict  with  the  law.  Against 
them  were  turned  also  the  weapons  of  social  prejudice 
which  proved  to  be  an  instrument  useful  in  disciplining 
workers  whose  cheap  labor  is  indispensable  to  the  profits  of 
expanding  industry.  It  is  characteristic  of  this  social  disci- 
pline in  the  service  of  industrial  and  economic  expansion 
that  it  turns  one  group  against  another,  diverting  attention 
from  the  evils  shared  by  all  and  promoting  the  belief  that 
it  is  the  low  standard  of  living  of  the  newest  arrivals  that 
menaces  the  security  of  the  others — not  that  they,  also,  are 
exploited  by  industry. 

In  no  aspect  of  American  life  is  the  conflict  between 
possessive  and  creative  forces  more  clearly  seen  than  in 
racial  antagonisms  and  conflicts.  The  first  settlers  faced  the 
Indians  and  took  their  lands,  by  force  if  necessary,  in  the 
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name  of  Christianity  and  civilization.  Later  needing  labor, 
the  colonists  brought  Negroes  from  Africa.  Slavery  repre- 
sented the  extreme  excesses  of  possession — ownership  of 
one  man  by  another.  Around  the  story  of  the  Negro  in 
America  has  centered  a  long,  slow  struggle  of  human 
rights,  in  which  it  is  sometimes  difficult  to  see  how  the 
creative  forces  can  finally  be  victorious.  Lynching  is  still 
its  dark  reaction.  Through  it  all  it  has  been  necessary 
somehow  to  reconcile  practice  with  the  theory  of  the  Decla- 
ration of  Independence  which  proclaimed  this  doctrine: 

We  hold  these  truths  to  be  self-evident,  that  all  men  are 
created  equal,  that  they  are  endowed  by  their  Creator  with 
certain  unalienable  Rights,  that  among  these  are  Life,  Liberty 
and  the  pursuit  of  Happiness. 

If  the  assertion  that  "all  men  are  created  equal"  has 
been  frequently  challenged  not  only  by  those  who  oppose 
democracy  but  by  biologists  and  by  educators,  nevertheless 
it  must  be  regarded  as  part  of  American  doctrine  and  as 
the  expression  of  the  democratic  ideal.  Moreover,  it  should 
be  noted  that  in  the  Declaration  of  Independence  it  is 
closely  linked  with  the  idea  of  "unalienable  Rights,"  and 
the  emphasis  therefore  is  not  so  much  upon  identity  of 
human  beings  in  capacity  as  it  is  upon  the  equality  of  their 
right  to  opportunity  in  a  democratic  society. 

Long  before  that  Declaration  the  right  of  the  dis- 
coverer to  seize  the  land  of  inhabitants,  even  without  con- 
quest, had  been  the  rule  of  conduct  for  European  nations 
in  their  treatment  of  the  Indians.  When  it  became  neces- 
sary, in  1823,  for  the  Chief  Justice  of  the  United  States 
to  apply  principles  to  determine  the  right  of  Indians  to 
dispose  of  their  lands,  the  decision  quoted  in  Chapter  II 
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was  based  not  upon  the  Declaration  of  Independence  but 
upon  rules  laid  down  prior  to  it  by  European  nations. 
Some  inconsistency  was  recognized. 

Although  we  do  not  mean  to  engage  in  the  defence  of  those 
principles  which  Europeans  have  applied  to  Indian  title,  they 
may,  we  think,  find  some  excuse,  if  not  justification,  in  the 
character  and  habits  of  the  people  whose  rights  have  been 
wrested  from  them.  (Johnson  v.  M'lntosh,  21  U.  S.  8  Whea- 
ton,  p.  589.) 

The  Indians  were  not  suitable  to  provide  labor  of  a 
character  needed  for  the  colonies.  As  the  Chief  Justice 
described  them,  they  were 

fierce  savages,  whose  occupation  was  war,  and  whose  subsist- 
ence was  drawn  chiefly  from  the  forest.  To  leave  them  in 
possession  of  their  country,  was  to  leave  the  country  a  wilder- 
ness; to  govern  them  as  a  distinct  people,  was  impossible,  be- 
cause they  were  as  brave  and  as  high-spirited  as  they  were 
fierce,  and  were  ready  to  repel  by  arms  every  attempt  on  their 
independence. 

War  and  conquest  were  the  means  used  by  the  Euro- 
peans, with  economic  as  well  as  tribal  results. 

As  the  white  population  advanced,  that  of  the  Indians  neces- 
sarily receded.  The  country  in  the  immediate  neighborhood  of 
agriculturalists  became  unfit  for  them.  The  game  fled  into 
thicker  and  more  unbroken  forests,  and  the  Indians  followed. 
The  soil,  to  which  the  crown  originally  claimed  title,  being  no 
longer  occupied  by  its  ancient  inhabitants,  was  parcelled  out 
according  to  the  will  of  the  sovereign  power. 

Exploitation  of  Indian  lands  while  seeking  to  impose 
upon  the  Indians  the  culture  of  the  white  race  became  the 
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dominant  policy  of  our  government.  Latterly  the  guaran- 
tee of  possession  and  the  right  to  use  their  lands  has  been 
upheld  by  the  government,  while  a  greater  degree  of  free- 
dom has  been  given  to  follow  their  own  customs  to  the 
extent  that  this  is  possible  in  the  midst  of  a  nation  whose 
economic  conditions  are  so  different. 

By  the  Wheeler-Howard  Act  of  1934,  the  Allotment 
Act  of  1887  was  repealed  and  a  stop  put  to  the  further 
loss  of  Indian  lands.  This  act  extended  to  Indians  the 
opportunity  to  borrow  from  a  revolving  credit  fund,  in 
recognition,  as  stated  by  the  Commissioner  of  Indian 
Affairs,  John  Collier,  of  "the  cold  fact  that  capital  in  some 
form  is  needed  to  transform  even  a  piece  of  raw  land  into 
a  productive  farm."  By  this  legislation  each  tribe  might 
vote  whether  it  wished  a  degree  of  self-government,  adopt- 
ing a  constitution  and  receiving  from  the  government  the 
right  to  manage  its  own  affairs.  This,  as  Mr.  Collier 
described  it,  was 

merely  a  beginning  in  a  process  of  liberating  and  rejuvenating 
a  subjugated  and  exploited  race  living  in  the  midst  of  an 
aggressive  civilization  far  ahead,  materially  speaking,  of  its 
own.  (Hill,  Frank  Ernest,  "A  New  Pattern  of  Life  for  the 
Indian,"  New  York  Times  Magazine  y  July  14,  1935.) 

Nor  can  the  subject  race  keep  clear  of  the  economic 
crisis  of  the  more  advanced  civilization  surrounding  it. 
Witness  the  recent  difficulties  of  the  Navajo  nation  with 
sheep  raising.  This  tribe  increased  since  1870  from  10,000 
to  nearly  50,000.  The  sheep  from  which  they  got  their 
chief  food  and  the  wiry  wool  for  the  Navajo  rugs  also  in- 
creased, but  too  fast  to  be  sustained  by  the  soil  of  the  tribal 
lands,  which  had  long  been  overgrazed.  Yet  without  their 
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sheep  the  Navajos  would  be  reduced  to  ruin.  The  Indian 
office  advised  them  to  reduce  the  number  and  to  study 
how  to  control  the  soil. 

The  Indians  at  first  feared  to  accept  the  government's 
offer.  What  if  the  work  offered  should  end  before  the 
land  was  restored  and  before  the  flocks  which  had  been 
reduced  could  again  be  increased  in  number?  It  was  sig- 
nificant that  the  Navajos  rejected  the  Wheeler-Howard 
Act,  though  by  a  narrow  margin,  fearing  that  it  would  un- 
duly curtail  their  flocks.  The  Indian  Office  was  hopeful, 
nevertheless,  that  the  new  policy  would  prevail  and  win 
the  confidence  of  the  Indians  despite  the  long  history  of 
broken  promises. 

Quite  different  has  been  the  form  of  relationship  with 
the  Negro  race.  But  equally  evident  was  the  necessity  in 
the  early  years  to  reconcile  the  national  conduct  with 
democratic  principles.  To  this  task  came  first  the  ethnolo- 
gists. A  certain  Dr.  J.  C.  Nott  of  Mobile,  with  an  associ- 
ate, Dr.  Glidden,  declared: 

It  cannot  be  denied  that  the  dark  races  are  in  this  particular 
(intellect  and  virtue)  greatly  inferior  to  the  whites  of  fairer 
complexion.  (Quoted  by  Charles  S.  Johnson  in  The  Negro  in 
American  Civilization,  p.  10,  from  Nott,  Josiah  Clark  and 
Glidden,  C.  R.,  Types  of  Mankind.) 

Thomas  R.  Dew,  professor  of  "history,  metaphysics  and 
political  law"  in  William  and  Mary  College,  said  that 

slavery  was  the  necessary  result  of  the  laws  of  mind  and 
matter,  that  it  marked  some  benevolent  design,  and  was  in- 
tended by  our  Creator  for  some  useful  purpose.  .  .  .  We  have 
no  hesitation  in  affirming  that  slavery  has  been,  perhaps,  the 
principal  means  for  impelling  forward  the  civilization  of  man- 
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kind.  Without  this  agency,  society  must  have  remained  sunk 
into  that  deplorable  state  of  barbarism  and  wretchedness  which 
characterized  the  inhabitants  of  the  Western  World,  when 
first  discovered  by  Columbus.  ("Prof.  Dew  on  Slavery"  in 
The  Pro-Slavery  Argument,  p.  325.) 

In  the  same  document,  he  defended  the  right  of  owners 
to  rule: 

The  exclusive  owners  of  property  ever  have  been,  ever 
will  and  perhaps  ever  ought  to  be  the  virtual  rulers  of  man- 
kind. (Ibid.y  p.  312.) 

Church  and  clergy  came  to  justify  the  enslavement  of 
workers.  The  Mosaic  law  condemned  the  race  of  Ham  to 
be  enslaved  by  the  races  of  Shem  and  Japheth,  and  cheer- 
ful obedience  and  faithful  conduct  were  virtues  of  Chris- 
tian slaves.  These  defenses  accompanied  the  increasing  use 
of  Negroes  in  the  cotton  industry. 

In  1794  somewhat  over  1,600,000  pounds  of  cotton 
were  produced;  by  1837,  more  than  444,000,000  pounds. 
The  price  of  slaves  rose  accordingly.  First  the  independent 
farm  of  the  South  had  to  yield  to  the  rich  plantation;  and 
then,  because  among  the  slaves  were  found  not  only  cot- 
ton pickers  but  skilled  workers,  white  wage-earners  suf- 
fered from  unemployment  which  they  attributed  to  the 
Negroes.  In  1838  a  petition  to  cease  giving  preference  to 
Negro  laborers  was  offered  to  contractors  for  masons'  and 
carpenters'  work  in  Athens,  Georgia,  with  this  statement: 

The  white  man  is  the  only  real,  legal,  moral  and  civil 
proprietor  of  this  country  and  state.  The  right  of  his  propri- 
etorship reaches  from  the  date  of  the  studies  of  those  white  men, 
Copernicus  and  Galileo,  who  indicated  ...  the  sphericity  of 
the  earth;  which  sphericity  hinted  to  another  white  man,  Co- 
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lumbus,  the  possibility  by  a  westerly  course  of  sailing,  of  finding 
land.  Hence  by  white  men  alone  was  this  continent  discovered; 
.  .  .  the  white  men  alone,  aye,  those  to  whom  you  decline  to 
give  money  for  bread  and  clothes,  for  their  famishing  families, 
in  the  logic  manner  of  withholding  work  from  them  .  .  .  de- 
fending negroes  too  in  the  bargain.  (Phillips,  U.  B.,  [Editor] 
Documentary  History  of  American  Industrial  Society,  Planta- 
tion and  Frontier,  vol.  2,  p.  360.) 

Thus  it  is  that  racial  theories  and  racial  antagonisms  are 
injected  into  economic  competition  until  racial  conflicts 
emerge  as  the  explanation  and  the  proposed  solution  for 
an  economic  maladjustment  which  these  racial  antagonisms 
can  only  intensify. 

The  necessity  for  forced  labor  to  get  returns  from  the 
land  in  the  New  World  gave  rise  to  the  slave  trade,  which 
yielded  profits  to  the  slave  traders  in  addition  to  the  profits 
realized  by  the  use  of  this  labor.  In  course  of  time,  as  has 
been  shown  in  earlier  chapters,  concentration  of  ownership 
and  power  followed  in  the  southern  states,  and  conflict  of 
interest  developed  as  between  slave-holding  states  and  the 
industrial  states  of  the  North  and  the  growing  West.  In 
its  beginnings,  the  Civil  War  was  not  explicitly  recognized 
as  a  war  for  liberation  of  the  slaves,  as  the  North  would 
have  the  school  children  believe;  nor  a  war  to  emphasize 
the  right  of  secession,  as  the  southern  states  would  have  it ; 
nor  yet  a  civil  war  in  the  sense  of  a  conflict  between  ele- 
ments in  the  population.  It  was  virtually,  as  it  has  been 
termed  by  historians  (notably  Charles  A.  and  Mary  R. 
Beard  in  The  Rise  of  American  Civilization) ,  "the  second 
American  revolution,"  economic  in  origin,  which  later 
resulted  in  the  Constitutional  amendment  abolishing 
slavery. 
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Meanwhile  the  slaves  in  this  country  were  part  of  the 
population  and  essentially  part  of  the  labor  force.  After 
the  freedom  given  them  by  amendment  to  the  Constitu- 
tion in  1865,  the  increase  in  their  numbers  was  rapid. 
Negroes  now  constitute  about  one  in  ten  of  the  population 
of  the  country.  They  followed  the  course  of  industrial 
demand  during  the  World  War,  when  immigration  from 
Europe  stopped,  and  they  migrated  in  large  numbers  to 
northern  cities.  Before  that  the  large  majority  had  re- 
mained in  the  South,  where  they  competed  with  white 
labor  in  the  dark  days  of  "Reconstruction,"  when  national 
policies  fell  so  far  short  of  a  constructive  program  for  the 
South. 

The  story  of  the  Negro  in  America  is  full  of  contradic- 
tions. Freed  from  slavery  he  was  chained  to  the  soil  by 
poverty.  Having  no  permanent  foothold  in  agriculture,  he 
has  been  subject  to  the  lure  of  Northern  industry  for  cheap 
labor.  Needed  in  many  occupations  in  time  of  "booms," 
opportunity  has  been  denied  him  for  more  than  a  preca- 
rious footing  in  the  majority  of  them.  His  competition  has 
endangered  the  status  of  white  workers ;  yet  in  many  in- 
stances the  trade  unions  have  denied  him  admission  and 
left  him  no  choice  but  to  take  the  job  which  he  could 
secure  by  underbidding  white  workers.  In  many  strikes 
Negroes  have  played  their  part  with  courage  and  loyalty 
to  their  fellow  workers  j  yet  they  have  also  been  recruited 
into  industries  as  a  threat  when  trade-union  members  of 
the  white  race  became  too  militant.  Emancipated  by  con- 
stitutional amendment,  they  have  been  denied  the  vote  in 
states  having  a  large  Negro  population. 

In  the  professions  and  in  the  arts  Negroes  have  made 
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progress  which  is  truly  remarkable,  in  view  of  the  denial 
of  opportunity  for  the  most  elementary  education  in  many 
sections  of  the  country.  They  have  been  denied  admission 
to  technical  training  schools,  nor  could  they  gain  experi- 
ence in  their  professions  by  practicing  freely  even  among 
the  Negro  people. 

The  general  public,  though  served  by  the  Negro,  is 
easily  led  by  its  own  insecurity  to  accept  all  the  current 
prejudices  against  the  race  and  to  impose  social  and  politi- 
cal restrictions  by  way  of  protecting  the  white  race  against 
possible  conflict  which  they  do  not  recognize  as  arising  out 
of  general  economic  insecurity,  not  basic  racial  antago- 
nisms. The  poverty  and  insecurity  of  the  white  race  in  the 
South  has  given  rise  to  the  fears  which  stimulate  mob 
action,  even  to  the  extreme  crime  of  lynching.  Govern- 
ment which  condones  these  offenses  at  the  same  time  sup- 
ports the  interests  which  exploit  the  labor  of  the  Negro. 

In  1928  the  National  Interracial  Conference  met  in 
Washington  with  representatives  of  both  the  Negro  and 
the  white  races  attending.  Its  purpose  was  to  view  objec- 
tively the  facts  disclosed  by  social  research  and  to  seek  in 
those  facts  the  basis  for  achieving  new  unity  in  the  various 
organizations  and  movements  directed  toward  a  greater 
measure  of  justice  for  Negroes  in  the  United  States.  The 
results  were  published  under  the  title,  The  Negro  in 
American  Civilization.  The  foreword  after  raising  the 
question  whether  the  Negro  is  receiving  justice,  "which 
all  Americans  would  agree  is  the  heritage  of  their  nation," 
then  asked  "What  is  justice?"  and  turned  for  an  answer 
to  Socrates,  to  whom  so  many  questions  were  put  in  his 
day. 
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Socrates  and  his  fellow  inquirers  tried  to  answer  the  ques- 
tion, and  finally,  after  many  fruitless  attempts,  Socrates  sug- 
gested that  justice  was  to  be  found  in  the  good  society.  .  .  . 
"In  a  state  which  is  ordered  with  a  view  to  the  good  of  the 
whole,  we  should  be  most  likely  to  find  justice,  and  in  the  ill- 
ordered  state  injustice."  After  long  and  searching  discussion  of 
the  essential  elements  in  the  good  society,  this  definition  was 
accepted  [by  these  Greek  searchers  after  truth]  :  "Justice  will 
be  admitted  to  be  the  having  and  doing  what  is  a  man's  own 
and  belongs  to  him,"  or,  in  other  words,  "the  power  of  each 
individual  in  the  state  to  do  his  own  work."  (Ibid.,  p.  x.) 

Out  of  the  Conference  and  the  presentation  of  the  find- 
ings of  the  various  branches  of  the  social  sciences  the  facts 
emerged  which  showed  how  far  the  Negro  was  from  the 
power  of  doing  his  own  work  and  securing  the  standard  of 
living  which  work  in  the  United  States  should  make  pos- 
sible. The  Conference  found  that 

economic  opportunities  are  limited  and  restricted.  Educational 
facilities  in  the  sections  of  the  country  where  the  largest  number 
of  Negroes  live  are  quite  inadequate  for  either  race,  and  more 
so  for  the  children  of  Negroes.  Hence  conditions  are  below  the 
standard  which  should  prevail.  In  a  number  of  states  the  Negro 
is  deprived  of  his  vote  and  is  unable  to  help  himself  to  secure 
an  equal  measure  of  justice  from  the  state.  (Ibid.,  p.  x.) 

The  conclusion  from  these  and  many  other  facts  about 
the  daily  life  of  Negroes  led  to  the  final  word:  "All  these 
are  limiting  factors  in  American  civilization.  Their  limita- 
tion is  not  only  upon  the  doing  of  justice  to  the  Negro, 
but  also  upon  the  quality  of  justice  in  the  nation."  (Ibi,d.y 
pp.  x-xi.) 

No  other  single  race  is  so  important  numerically  in  the 
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United  States  as  is  the  Negro.  But  a  similar  conflict  is 
exemplified  in  the  attitude  toward  immigrants.  Already  in 
1814,  as  quoted  in  Chapter  II  from  the  proceedings  of 
the  Hartford  Convention,  protests  were  arising  against  the 
coming  in  of  more  aliens,  lest  they  disturb  a  certain  bal- 
ance attained  between  conflicting  interests.  Because  of  these 
conflicts,  new  elements  in  the  population  are  watched, 
and  the  dominant  groups  use  all  social  and  political 
power  possible  to  prevent  their  gaining  influence.  Yet  by 
a  curious  contradiction  public  opinion  has  required  the  im- 
migrant to  become  a  citizen  by  its  very  insistence  upon  the 
superiority  of  citizens  to  aliens. 

The  forces  of  reaction,  seeking  to  keep  democracy  within 
bounds,  particularly  in  periods  of  industrial  depression, 
have  fostered  this  sense  of  superiority  on  the  part  of  those 
who  have  arrived  earlier  from  European  countries  or 
whose  ancestors  have  given  them  the  right  to  regard  them- 
selves as  natives  and  owners  of  the  nation.  Economic  pres- 
sure has  been  at  the  base  of  these  antagonisms.  But  they 
can  always  be  used  to  curtail  the  liberties  of  the  whole 
population  by  beginning  with  the  curtailment  of  freedom 
of  the  despised  immigrant. 

Only  by  the  triumph  of  America's  creative  forces  can 
the  Negro  emerge  j  and  his  struggle  is  bringing  the  crea- 
tive principle  into  play.  The  position  of  the  Negro  is  only 
a  phase  of  the  position  of  the  workers.  But  it  is  a  special 
phase,  just  as  the  position  of  the  Jew  in  Germany  has  been 
seen,  in  the  clear  light  of  a  terrible  reaction,  as  a  phase  of 
the  effort  to  suppress  workers'  discontent  in  an  economic 
crisis. 

The  racial  problem  is  further  complicated  by  class  divi- 
sions within  a  race.  The  Negro  race,  because  of  the  denial 
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of  opportunity  which  extends  to  all  its  members,  whether 
they  be  poor  farmers,  workers  in  mines  or  steel  mills,  in- 
tellectuals or  comparatively  successful  business  men,  be- 
longs virtually  as  a  whole  in  the  working  class.  In  contrast 
is  the  Jewish  race,  which  has  representatives  both  in  the 
owning  class  and  in  the  working  class.  But  even  the  most 
prosperous  and  successful  members  of  the  Jewish  race 
know  that  they  are  constantly  menaced  by  prejudices  in 
a  society  in  which  economic  exploitation  fosters  racial 
antagonism. 

The  population  of  America,  made  up  of  all  races  and 
nations,  contains  the  hope  and  promise  of  international- 
ism. Here,  as  in  other  phases  of  American  history,  it  is 
the  conflict  of  opposites — between  possessive  exploitation 
for  which  nationalism,  patriotism  and  a  false  Americanism 
are  put  forward  as  an  apology,  and  the  creative  culture 
which  can  be  achieved  only  through  elimination  of  the 
basic  economic  antagonisms.  American  history  is  not  with- 
out evidences  of  appreciation  of  the  culture  of  its  com- 
ponent races.  One  such  evidence  is  found  in  a  study  en- 
titled Immigrant  Gifts  to  American  Life  by  a  member  of 
the  staff  of  the  Russell  Sage  Foundation,  Allen  H.  Eaton, 
who  has  described  not  only  the  cultural  contributions  of 
immigrants  but  the  recognition  given  to  them  through 
exhibits  in  various  communities,  whereby  the  more  en- 
lightened citizens  have  expressed  a  new  attitude  toward 
the  foreign-born,  and  toward  the  nations  or  races  of  their 
birth. 

No  one  imbued  with  the  real  spirit  of  America  and 
detached  for  the  moment  from  the  class  contest  for  secur- 
ity can  lose  the  faith  that  it  is  possible  for  all  races  in 
the  same  land  to  live  and  work  together  in  harmony  for 
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a  common  purpose.  The  danger  is  that  those  who  have  the 
power  may  attempt  to  hold  it  by  compelling  the  subordi- 
nation of  all  other  groups  to  the  controlling  interests. 

It  becomes  a  primary  social  problem,  and  one  which 
may  add  to  the  safeguards  of  civilization,  for  a  nation  of 
many  races  to  find  a  way  for  each  to  function  creatively 
in  building  the  culture  of  his  race  into  the  whole.  The 
nation  which  first  achieves  this  is  the  microcosm  of  world 
unity.  To  talk  today  of  world  unity,  however,  requires  a 
lively  faith  in  things  hoped  for,  which  for  the  most  part 
remain  unseen. 

In  Germany  has  arisen,  with  the  coming  of  the  Hitler 
regime,  the  exposition  of  a  racial  theory,  brought  forward 
to  justify  class  domination,  which  may  menace  world  civili- 
zation. In  1933  a  book  by  Oswald  Spengler,  Jahre  der 
Entscheidungy  translated  into  English  and  published  under 
the  title  The  Hour  of  Decision,  advanced  the  idea  that 
only  Prussianism  could  save  the  world.  The  sale  of  many 
thousand  copies  of  the  book  in  Germany  attests  the  popu- 
larity of  the  theory.  Prussianism  is  conceived  in  terms  of 
national  domination  typifying  a  leadership  of  power  for 
which  the  whole  white  race  must  gird  itself.  The  white 
race,  according  to  Spengler,  has  not  awakened  to  its  des- 
tiny, and  in  European  nations  socialism  and  the  class  strug- 
gle are  weakening  its  power  of  combat  in  the  coming 
contest  between  the  white  and  the  colored  races  of  the 
world.  It  is  Prussianism  against  socialism,  he  says,  which 
must  win  for  the  white  race. 

This  thesis  is  involved  with  another  contention,  by 
which  Spengler  apparently  attempts  to  justify  the  fact 
that  he  ignores  the  basic  conflict  between  property  rights 
and  human  rights.  In  the  great  offensive  of  the  nations 
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for  white  domination,  he  identifies  the  white  race  with  the 
possessors,  and  awards  to  property  rights  the  leadership 
which  is  to  be  attained  by  suspending  all  the  forms  of 
democracy,  by  abrogating  parliamentary  procedure,  by  giv- 
ing free  play  to  a  dictatorship  whose  leadership  is  based 
upon  the  authority  of  a  totalitarian  state  stripped  of  all 
democratic  pretensions.  The  totalitarian  state  is  the  undis- 
puted government  of  an  economic  oligarchy,  with  the 
working  class  disfranchised  as  well  as  dispossessed.  The 
defense  advanced  for  thus  putting  an  end  to  humanity's 
dreams  of  democracy  is  that  the  white  race  has  the  supe- 
rior civilization  and  must  seek  to  establish  it  throughout 
the  world. 

Thus  racial  exploitation  emerges  as  the  apologia  for  a 
new  series  of  wars  in  the  world.  Its  starting  point  is  eco- 
nomic, not  racial.  Nor  is  it  without  significance  that,  in 
setting  forth  the  theory  of  Prussianism  as  the  form  of 
power  for  the  white  race  in  conflict  with  the  colored  races, 
Spengler  classifies  the  whole  of  the  Union  of  Soviet  Social- 
ist Republics,  with  all  its  diversity  of  peoples,  as  belonging 
to  the  colored  races.  Evidently  he  and  others  who  accept 
his  theory  clearly  envisage  an  approaching  conflict  between 
Fascism  and  Communism.  To  confuse  men's  thinking  and 
to  win  them  to  fight  in  the  ranks  of  Fascism  Socialism  or 
even  a  labor  party  is  made  to  appear  as  an  aid  to  the  col- 
ored races  of  the  world  in  overthrowing  civilization  as 
achieved  by  the  white  race.  Significantly,  the  first  step 
advocated  in  the  conflict  is  the  overthrow  of  Democracy. 


IX.    THE    WARS    OF    POSSESSORS 


RACE  ISSUE  FEARED 
IN  AFRICAN  DISPUTE 
IF  IT  IS  NOT  SOLVED 


Whites  to  Stand  Arraigned,  It 

Is  Expected,  Unless  Curb 

Is  Put  Upon  Italy. 

LEAGUE    ROUSES    SUSPICION 


Geneva  Temporizing,  Arms  Ban 

on  Ethiopia  and  1906  Pact 

Stir  Racial  Misgivings. 


Such  were  the  headlines  in  the  New  York  Times y  August 
5,  1935,  over  a  wireless  dispatch  dated  Geneva,  August  4. 
The  correspondent,  Frederick  T.  Birchall,  wrote: 

Yesterday's  postponement  by  the  League  of  Nations  of  the 
Ethiopian  problem  serves  to  bring  out  one  factor  in  it  that  is 
important  for  Ethiopia  and  may  become  more  so  for  all  the 
nations  concerned.  It  is  already  giving  the  British  Government 
some  uneasiness  as  Foreign  Secretary  Sir  Salmuel  Hoare's  recent 
speech  indicated.  It  will  have  an  increasing  effect  upon  French 
action  before  the  month's  leeway  now  obtained  has  expired. 

That  factor  is  the  racial  issue,  which  Premier  Mussolini  him- 
self has  brought  into  the  matter.  It  is  having  decided  reper- 
cussions not  only  in  black  Africa  but  throughout  the  world,  and 
the  wire-pulling  and  hesitation  at  Geneva  last  week  tended  to 
strengthen  those  repercussions.  Unless  some  positive  step  to  curb 
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Italy  is  taken  soon  it  will  be  not  only  the  Italians  but  the  entire 
white  race  that  will  stand  arraigned  before  black  opinion. 

Two  weeks  earlier,  on  July  22,  the  following  headlines 
had  appeared  in  the  Times: 

BRITAIN  GAVE  ITALY  RIGHTS 
UNDER  SECRET  PACT  IN  1891 
TO  RULE  MOST  OF  ETHIOPIA 


A  Treaty  With  Ethiopia 

Gave  London  Control 

of  Blue  Nile  Source. 


FRANCE    HAS    TRUMP    CARD 


Entering  Agreement  in  1906, 

She  Plays  Off  Others  for 

Aid  Against  Germany. 


PROTOCOL    STILL    IN    EFFECT 


Mussolini  May  Ask  British  to 

Make  Good  Their  Bargain, 

Despite  the  League. 


The  dispatch  by  wireless  from  Geneva,  July  21,  by 
Clarence  K.  Streit,  stated: 

Deep  in  the  conflict  over  Ethiopia  there  lie  two  Anglo- 
Italian  protocols,  made  secretly  in  1891.  These  are  still  un- 
known to  the  general  public  and  apparently  to  many  diplomats 
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but  they  are  of  rising  importance  behind  the  scenes  here  and 
in  London,  Paris  and  Rome. 

By  these  protocols  Great  Britain  agreed  that  Italy  should 
have  as  her  sphere  of  influence  the  whole  of  Ethiopia  except 
small  fractions  to  the  west  and  south.  .  .  . 

Out  of  these  two  protocols,  which  really  form  one  instru- 
ment, grow  two  subsequent  agreements  regarding  spheres  of 
influence  in  Ethiopia:  that  of  Britain,  Italy  and  France  in  1906 
and  that  of  Britain  and  Italy  in  1925.  And  out  of  these  arises 
the  present  Anglo-Italian  situation. 

The  existence  of  these  protocols  explains  the  curious  weak- 
ness characterizing  the  British  policy  toward  Premier  Benito 
Mussolini  of  Italy  and  the  bitter  aggressiveness  of  his  attitude 
toward  London.  They  are  basic.  .  .  . 

The  result  is  that  France  apparently  has  only  to  renounce 
her  rights  under  the  1906  treaty  to  leave  Britain  confronted 
with  Premier  Mussolini  demanding  payment  of  her  1891  bar- 
gain. 

Premier  Pierre  Laval  of  France  went  far  toward  doing 
Italy  this  substantial  favor  in  promising  Mr.  Mussolini  last 
January  a  free  hand  economically  in  Ethiopia  in  return  for 
Italy's  aid  against  Germany.  By  going  the  rest  of  the  way, 
Mr.  Laval  might  hope  to  get  something  more — say,  that  long- 
deferred  Italo- Yugoslav  rapprochement. 

Perhaps,  however,  France  need  not  make  a  sacrifice.  As 
the  correspondent  pointed  out: 

One  other  thing  may  stand  between  Britain  and  the  bargain 
she  made  in  1891.  It  is  the  League  of  Nations  Covenant, 
which  was  supposed  to  end  all  this  sort  of  thing.  This  considera- 
tion derives  added  weight  from  the  fact  that  Italy  supported 
France  in  getting  the  covenant's  guarantees  extended  to 
Ethiopia  in  1923  over  Britain's  objections. 
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A  few  months  later,  in  December  1935,  the  world  was 
startled  by  the  publication  of  a  plan  worked  out  by 
Britain's  Foreign  Secretary  Hoare  and  France's  Laval  j 
acting  as  a  committee  for  the  League  of  Nations,  they 
rewarded  Italy's  aggressions  by  the  award  of  half  of  Ethi- 
opia. Their  plan  did  not  seem  out  of  accord  with  the  secret 
treaties  of  their  governments  in  1891,  1906  and  1925,  but 
it  was  very  much  out  of  accord  with  public  opinion  in 
Great  Britain.  The  National  Government  had  won  an 
election  in  which  the  main  issue  was  support  of  the  League 
of  Nations  as  the  center  for  collective  maintenance  of 
peace.  The  League  had  declared  Italy  to  be  guilty  of 
breaking  the  peace  of  the  world  by  aggressive  action  and 
invasion  of  the  territory  of  an  independent  nation  and  a 
League  member.  Yet  the  Foreign  Secretaries  of  France 
and  Great  Britain  announced  to  the  world  that,  on  behalf 
of  the  League,  their  recommendation  was  to  give  Italy 
all  that  Mussolini  desired.  British  public  opinion  was  so 
shocked  that  Sir  Samuel  Hoare  had  to  resign,  while  his 
government  apologized  for  him.  Yet  the  policy  which  his 
premature  announcement  revealed  was  the  logical  outcome 
of  the  forces  which  have  molded  British  colonial  history 
for  a  century. 

In  the  British  habit  of  acquiring  colonies,  is  embodied 
the  particular  form  developed  by  the  national  economic 
system  of  the  British  Empire  for  acquiring  control  of  the 
maximum  possible  raw  materials  of  the  world,  while  at 
the  same  time  increasing  foreign  trade  and  shipping.  Great 
Britain  has  extended  its  industrialists'  command  over  raw 
materials  and  over  new  markets  by  incorporating  vast  and 
widely  separated  areas  of  the  earth's  surface  within  the 
colonial  empire.  Extensive  commerce  is  thereby  assured  of 
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development  under  British  industrial  and  financial  control. 
When  the  growth  of  industry  in  the  colonial  areas  under 
British  industrial  and  financial  ownership  produced  unem- 
ployment in  the  British  Isles  and  in  other  parts  of  the 
Empire,  tariffs  were  imposed  on  outsiders  and  effort  was 
made  to  extend  trade  within  the  British  colonial  system. 

Other  nations,  lacking  essential  raw  materials,  saw  them- 
selves shut  off  from  the  possibility  of  obtaining  them.  The 
nations  controlling  colonies  had  pre-empted  most  of  the 
earth's  surface,  with  its  natural  resources.  They  would  sell 
to  others,  but  against  payments  being  made  in  manufac- 
tured goods  they  imposed  the  barriers  of  tariffs.  The  gov- 
ernments of  the  disadvantaged  nations  had  to  face  the 
rising  discontent  of  their  people,  who  were  enduring  depri- 
vation and  lowered  standards  of  living,  or  else  let  their 
currencies  collapse.  During  the  period  following  the 
World  War,  this  strain  had  grown  greater,  until  the  first 
step  was  taken  by  Italy.  Significantly,  Italy  had  been  the 
first  nation  to  bulwark  its  economic  difficulties  by  the 
political  dictatorship  of  Fascism.  The  next  important  step 
was  to  seek  an  outlet  through  war,  in  the  hope  of  getting 
a  share  in  the  colonial  system. 

Of  course,  the  British  National  Government,  however 
secretly  embarrassed  it  may  have  been  by  the  treaties,  was 
opposed  to  Italy's  aggression,  and  so  it  came  about  that 
the  Conservative  leaders,  while  greatly  increasing  arma- 
ments, were  ready  to  defend  peace.  At  several  points 
Mussolini  was  threatening  the  British  colonial  system.  If 
he  won,  his  country  would  acquire  valuable  raw  materials 
— coal,  iron  and  territory — and  considerable  prestige  which 
might  endanger  Britain's  water  route  through  the  Medi- 
terranean and  the  Suez  Canal  to  India,  not  to  mention  the 
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discomfort  of  a  new  and  powerful  neighbor  on  the  African 
continent.  If,  on  the  other  hand,  Italy  were  to  suffer  de- 
feat, this  might  come  to  be  regarded  in  all  colonial  areas 
as  the  challenge  of  the  colored  races  to  the  dominant  white 
race,  whose  right  of  possession  might  eventually  be  dis- 
puted by  the  native  populations.  The  possible  consequences 
outside  of  Africa  were  probably  more  important  to  Great 
Britain. 

This  was  the  danger  described  by  the  New  York  Times 
correspondent  in  the  article  quoted  at  the  beginning  of  this 
chapter.  It  is  strangely  prophetic  of  Spengler's  thesis  that 
the  approaching  struggle  is  racial.  It  is  racial,  however, 
only  because  the  underlying  conflict,  which  is  economic,  is 
a  class  struggle,  in  which  the  native  colored  populations 
are  in  the  position  of  exploited  groups.  Their  ties  are  close, 
therefore,  with  the  white  working  class,  since  the  colonial 
peoples  and  the  workers  in  the  dominant  nations  both  face 
the  same  industrial  controls. 

Italy's  aggression  against  Ethiopia  is  symptomatic  of 
a  problem  of  world-wide  dimensions.  It  threatens  a  crisis 
in  the  colonial  system.  Equally  significant  is  the  fact  that 
neither  Great  Britain,  in  the  discussion  of  sanctions  to  be 
applied  by  the  League  of  Nations,  nor  the  United  States, 
in  its  neutrality  legislation,  will  consent  to  place  restric- 
tions upon  exports  of  oil,  coal  or  other  raw  materials.  The 
possessors  of  these  have  strong  and  far-reaching  connec- 
tions with  one  another  in  industrial  and  financial  agree- 
ments and  mutual  participation  in  stock  ownership  j  at  the 
same  time,  their  ownership  of  these  natural  resources  gives 
them  power  over  their  governments  to  compel  a  policy 
which  serves  the  interests  of  the  possessors  rather  than  the 
clear  will  for  peace  among  the  peoples  of  the  earth. 
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A  message  on  behalf  of  Italy's  plans  for  Ethiopia  was 
brought  to  the  United  States  by  the  distinguished  Italian 
playwright,  Pirandello,  who  arrived  in  New  York  in  the 
summer  of  1935,  with  a  prepared  statement  ready  for 
reporters.  He  found  justification  for  Italy  in  the  fact  that 
a  modern  state  was  trying  to  civilize  "a  barbaric  nation," 
and  he  called  attention  to  what  the  Americans  had  already 
done  for  "the  white  race."  "By  their  bold  and  tenacious 
efforts  for  more  than  a  century,"  he  said, 

the  American  people  have  conquered  a  whole  continent  and 
made  it  a  home  for  the  prolific  work  of  the  white  race.  I  am 
sure  they  cannot  withhold  their  sympathetic  feelings  for  the 
Italian  people,  determined  to  call  to  civilization  the  last  African 
regions  where  slavery  is  still  openly  and  shamefully  perpetu- 
ated. For  I  cannot  forget  that  your  forefathers  did  not  hesitate 
to  engage  in  a  long  and  bloody  civil  war,  for  the  abolition  of 
slavery  on  the  American  continent.  (New  York  Times,  July 
21,  I935-) 

He  declared  for  "the  right  of  any  modern  country  to 
civilize  a  barbaric  land,"  just  as  it  was  the  right  of  the  set- 
tlers to  conquer  the  Indians.  But  he  did  not  reply  to  the 
reporter  who  said:  "In  America  everyone  wants  peace  in 
the  world,  and  they  feel  that  Italy's  invasion  of  Ethiopia 
will  result  in  another  widespread  war." 

To  the  people  of  the  United  States,  none  too  friendly 
toward  the  League  of  Nations  and  always  impatient  of 
Europe's  quarrels,  the  news  of  1935  bore  all  the  ear-marks 
of  the  old  European  diplomacy.  It  seemed  as  remote  from 
American  interests  as  the  murder  of  an  Austrian  Archduke 
in  an  unfamiliar  Serbian  city,  Sarajevo,  in  1914.  If  the 
World  War,  which  somehow  followed  that  incident,  had 
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not  involved  the  United  States,  dispatches  about  Ethiopia 
would  have  sounded  more  like  Biblical  history  than  a  re- 
port of  contemporary  events.  Since  1917,  however,  Ameri- 
cans have  not  been  quite  so  confident  of  their  freedom 
from  European  entanglements.  Though  disposed  to  inter- 
pret Italy's  aggressions  in  Africa  as  an  ambitious  plan  of 
Mussolini's,  the  American  people  began  to  be  uncomfor- 
table, lest  once  again  they  should  be  drawn  into  interna- 
tional conflicts.  Proposals  for  our  neutrality  began  to 
attract  attention,  and  renewed  interest  was  taken  in  hear- 
ings before  a  Senate  Committee  on  the  influence  of  muni- 
tion makers  and  their  bankers  in  the  last  war. 

Out  of  the  hearings  came  some  evidence  which  stimu- 
lated fresh  study  of  how  the  United  States  came  to  enter 
the  World  War  in  1917,  just  after  the  people  had  re- 
elected  President  Wilson  because  he  had  "kept  us  out  of 
war."  The  most  pertinent  of  this  newly  revealed  evidence 
was  a  letter  from  Secretary  of  State  Lansing  in  President 
Wilson's  Cabinet,  dated  September  6,  1915  and  marked 
"Personal."  The  Senate  Committee,  under  the  chairman- 
ship of  Senator  Nye,  brought  it  to  light  in  material  filed 
in  the  State  Department,  and  not  hitherto  published.  The 
Committee,  in  advance  of  its  hearings,  made  it  available 
in  a  special  report  to  members  of  Congress  in  connection 
with  pending  legislation  on  neutrality. 

The  Secretary  of  State,  with  the  concurrence,  he  said,  of 
Secretary  of  the  Treasury  McAdoo,  found  the  country 
"face  to  face  with  what  appears  to  be  a  critical  economic 
situation."  European  countries  had  purchased  goods  from 
us  in  such  large  quantities  that  our  exports  for  1915  would 
be  in  excess  of  imports  by  the  enormous  sum  of  two  and 
a  half  billion  dollars.  While  European  banks  had  in  their 
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vaults  gold  equivalent  to  about  three  and  a  half  billion 
dollars,  its  withdrawal  to  pay  for  American  goods  would 
disastrously  undermine  the  credit  of  European  nations, 
with  the  danger  of  bankruptcy  as  the  result.  If,  however, 
Europe  could  not  pay  American  creditors,  serious  results 
would  ensue  for  the  United  States. 

If  the  European  countries  cannot  find  means  to  pay  for 
the  excess  of  goods  sold  to  them  over  those  purchased  from 
them,  they  will  have  to  stop  buying  and  our  present  export 
trade  will  shrink  proportionately.  The  result  would  be  restric- 
tion of  outputs,  industrial  depression,  idle  capital  and  idle  labor, 
numerous  failures,  financial  demoralization  and  general  unrest 
and  suffering  among  the  laboring  classes.  (New  York  Posty 
Dec.  26,  1935.) 

To  avert  this  disaster  on  two  continents,  the  Secretary 
of  State  and  the  Secretary  of  the  Treasury  saw  only  one 
possible  course  of  action.  Large  bond  issues  must  be  floated 
by  the  belligerent  governments.  These  would  be  handled 
by  our  bankers  and  the  proceeds  expended  here.  "Our 
financial  institutions  have  the  money  to  loan  and  wish  to 
do  so."  The  result  of  these  loans  would  be 

a  maintenance  of  the  credit  of  the  borrowing  nations  based  on 
their  gold  reserve,  a  continuance  of  our  commerce  at  its  pres- 
ent volume  and  industrial  activity,  with  the  consequent  em- 
ployment of  capital  and  labor  and  national  prosperity. 

Could  our  government,  however,  sanction  such  loans? 

The  difficulty  is — and  this  is  what  Secretary  McAdoo  came 
to  see  me  about — that  the  Government  early  in  the  war  an- 
nounced that  it  considered  "war  loans"  to  be  contrary  to  "the 
true  spirit  of  neutrality."  A  declaration  to  this  effect  was  given 
to  the  press  about  August  15,  1914,  by  Secretary  Bryan.  The 
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language  is  as  follows:  "In  the  judgment  of  this  Government 
loans  by  American  bankers  to  any  foreign  nation  at  war  are 
inconsistent  with  the  true  spirit  of  neutrality." 

Meanwhile  American  bankers  were  making  these  loans. 
Early  in  the  war,  in  the  months  between  December  i, 
1914  and  June  30,  1915,  the  excess  o£  exports  over  im- 
ports amounted  to  nearly  a  billion  dollars.  During  this 
period  efforts  were  made  by  the  government  to  find  a 
formula  to  permit  these  bankers'  loans,  despite  the  policy 
laid  down  by  Secretary  Bryan  and  repeated  by  him  in  a 
letter  of  January  20,  1915  to  Senator  Stone.  "In  drafting 
the  letter  to  Senator  Stone"  (while  Mr.  Bryan  was  still 
Secretary  of  State  and  Mr.  Lansing  was  Counselor), 
wrote  Secretary  Lansing  to  the  President,  "I  sought 
to  leave  out  a  broad  statement  and  to  explain  merely  the 
reasons  for  distinguishing  between  'general  loans'  and 
'credit  loans.' "  This  distinction  had  been  evolved  when, 
"in  October,  1914,  after  a  conference  with  you,  I  gave  my 
'impressions'  to  certain  New  York  bankers  in  reference  to 
'credit  loans.' " 

Subsequently,  on  March  31,  1915,  the  State  Depart- 
ment gave  out  a  press  statement  to  explain  its  attitude: 

The  State  Department  has  from  time  to  time  received  in- 
formation directly  or  indirectly  to  the  effect  that  belligerent 
nations  had  arranged  with  banks  in  the  United  States  for 
credits  in  various  sums.  While  loans  to  belligerents  have  been 
disapproved,  this  Government  has  not  felt  that  it  was  justified 
in  interposing  objection  to  the  credit  arrangements  which  have 
been  brought  to  its  attention.  It  has  neither  approved  these  nor 
disapproved — it  has  simply  taken  no  action  in  the  premises  and 
expressed  no  opinion. 
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While  the  government  "simply"  took  no  action  and 
"expressed  no  opinion,"  the  violation  of  "the  true  spirit 
of  neutrality"  had  gone  so  far  and  the  loans  made  by 
American  bankers  to  European  nations  had  mounted  so 
high  as  to  create  a  crisis  for  them  and  for  the  United 
States  alike.  This  was  a  "critical  economic  situation,  which 
can  only  be  relieved,  apparently,  by  the  investment  of 
American  capital  in  foreign  loans  to  be  used  in  liquidating 
the  enormous  balance  of  trade  in  favor  of  the  United 
States." 

The  problem  for  the  President  to  consider  was  thus 
formulated  in  Mr.  Lansing's  letter: 

Manifestly,  the  Government  has  committed  itself  to  the 
policy  of  discouraging  Government  loans  to  belligerents.  The 
practical  reasons  for  the  policy  at  the  time  we  adopted  it  were 
sound,  but  basing  it  on  the  ground  that  loans  are  "incon- 
sistent with  the  true  spirit  of  neutrality"  is  now  a  source  of  em- 
barrassment. 

This  latter  ground  is  as  strong  today  as  it  was  a  year  ago, 
while  the  practical  reasons  for  discouraging  loans  have  largely 
dropped. 

In  this  sentence  is  embodied  a  statement  of  the  position 
of  government  which  bears  out  the  analysis  of  "Democracy 
and  Possession"  in  Chapter  II.  A  principle,  acceptable  to 
the  people,  has  become  "a  source  of  embarrassment"  to 
government,  when  practical  reasons  favor  governmental 
sanction  for  action  by  bankers  which  violates  the  people's 
principles.  The  momentous  issue  of  Peace  or  War  for  the 
American  people,  who  were  at  the  moment  completely 
unaware  of  its  imminence,  was  being  formulated  by  the 
Secretary  of  State  in  these  words: 
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Can  we  afford  to  let  a  declaration  as  to  our  conception  of 
"the  true  spirit  of  neutrality"  made  in  the  first  days  of  the 
war  stand  in  the  way  of  our  national  interests  which  seem  to 
be  seriously  threatened? 

If  we  cannot  afford  to  do  this,  how  are  we  to  explain  away 
the  declaration  and  maintain  a  semblance  of  consistency? 

While  the  Secretary  of  State  was  seeking  the  answer  in 
September  1915,  a  joint  Anglo-French  High  Commission 
arrived  in  New  York.  Since  January  of  that  year,  the 
Morgan  bank  had  been  fiscal  agent  for  Great  Britain.  The 
Morgan  syndicate  was  now  joined  by  61  banking  houses, 
and  a  loan  of  $500,000,000  was  arranged  with  the  High 
Commission.  The  government  made  no  objection.  In  1916 
the  value  of  American  trade  with  the  Allies  amounted  to 
$3,200,000,000,  as  against  $900,000,000  in  1914. 

By  1917,  the  Allies  owed  American  bankers  more  than 
$2,000,000,000.  It  was  then  that  the  Ambassador  from  the 
United  States  to  Great  Britain,  Walter  Hines  Page,  wrote 
his  famous  letter  of  March  5,  1917  to  President  Wilson: 

It  is  not  improbable  that  the  only  way  of  maintaining  our 
present  pre-eminent  trade  position  and  averting  a  panic  is  by 
declaring  war  on  Germany.  The  submarine  has  added  the 
last  item  to  the  danger  of  a  financial  world  crash,  There  is 
now  an  uncertainty  about  our  being  drawn  into  the  war;  no 
more  considerable  credits  can  be  placed  in  the  United  States. 
In  the  meantime,  a  collapse  may  come. 

A  month  later  the  United  States  entered  the  war.  We 
sent  men  to  France  and  the  government  raised  loans  for 
the  Allies,  which  were  paid  on  their  behalf  to  American 
munition  makers,  the  steel  industry,  the  chemical  industry 


THE     WARS     OF     POSSESSORS  229 

and  other  manufacturers  of  goods  needed  abroad.  All  of 
these  worked  also  for  the  government  on  a  cost-plus-profit 
basis.  The  result  was  tremendous  increase  in  productive 
capacity  in  the  United  States,  far  beyond  the  consumers' 
demand  in  our  own  country  and  the  purchasing  power  of 
debt-burdened  European  countries  after  the  war.  At  the 
same  time  excess  profits  piled  up  funds  available  for  in- 
vestment. In  the  following  decade,  1921  brought  indus- 
trial depression,  and  1929  introduced  prolonged  economic 
crisis,  currently  described  as  "a  problem  of  balancing 
production  and  consumption." 

Secretary  Lansing's  letter  to  President  Wilson  is  im- 
portant because  it  states  the  situation  as  it  was  viewed 
within  our  own  government  at  the  moment  when  the 
forces  were  gathering  to  involve  us  in  war.  The  significant 
point  is  the  relentless  logic  of  the  forces  involved.  The 
highly  centralized  control  of  American  industry  in  its 
banking  system  made  possible  the  extension  of  loans  on 
an  enormous  scale,  even  though  such  loans  were  directly 
opposed  to  the  declared  national  policy  of  the  govern- 
ment. The  sequence  of  events  necessitated  action  to  sustain 
capital.  War  was  the  result.  The  American  people  sup- 
ported it  because  they  believed  it  necessary  to  save  them- 
selves and  the  rest  of  the  world.  The  formula  which  Secre- 
tary Lansing  sought  in  vain  in  1915  was  supplied  in  1917, 
when  "Liberty  Loan"  campaigns  were  inspired  by  the  idea 
of  a  "war  to  end  war"  and  "to  make  the  world  safe  for 
democracy." 

The  meaning  of  all  this  for  1935  and  1936  is  that  the 
same  ruthless  logic  of  events  is  at  work.  The  world  is  not 
safe  for  democracy.  Nation  after  nation  is  curbing  democ- 
racy, our  own  included.  Bills  pending  in  Congress  against 
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so-called  "subversive  activities"  have  the  support  of  the 
United  States  Chamber  of  Commerce.  "Criminal  syndi- 
calist" laws  are  on  the  statute  books  of  more  than  twenty 
states.  Threats  of  wholesale  deportation  of  aliens  are  made 
by  legislators  in  Congress  and  in  some  states.  Administra- 
tion of  existing  laws  governing  deportation  has  been 
directed  in  numerous  instances  against  leaders  of  trade 
unions  or  organizations  of  the  unemployed.  The  United 
States  is  preparing  for  war  by  enormous  expenditures  for 
the  Navy.  It  is  probable  that  our  leaders  have  learned 
enough  from  the  last  war  to  be  spared  any  such  embarrass- 
ment as  Secretary  Bryan's  declaration  of  true  neutrality 
caused  the  Wilson  Administration. 

The  direction  of  some  of  our  preparations  was  forecast 
in  a  speech  by  the  Chief  of  United  States  Army  Engineers, 
Major  General  Edward  M.  Markham,  before  the  Reserve 
Officers'  Association  of  Cincinnati,  April  25,  1935.  He  de- 
clared that  there  was  a  twofold  need  for  preparedness.  Not 
only  was  there  external  danger  due  to  confusion  in 
Europe,  but,  "citing  the  conglomeration  of  nationalities  in 
American  cities,  as  well  as  manifestations  of  Communism 
in  certain  quarters,  he  said:  'You  don't  have  to  be  hysteri- 
cal to  see  the  possibility  of  internal  disorder.' "  However, 
the  engineers'  corps  was  ready.  "If  trouble  arose,"  he  said, 
"the  corps  of  engineers  with  its  civilian  associates,  would 
be  as  smooth  as  grease  in  comparison  with  1917."  (Cincin- 
nati Enquirer  y  April  26,  1935.) 

The  words  "civilian  associates"  should  be  underscored. 
The  article  stated  that  General  Markham  "advocated  an 
increased  contact  between  the  Reserve  Officers'  Associations 
throughout  the  country  and  the  body  of  civilians."  This 
means  nothing  less  than  that,  in  preparation  for  war,  com- 
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missions  are  to  be  given  to  civilians  in  various  positions  of 
control  in  industry,  thus  militarizing  industry  so  that  work- 
ers who  may  protest  industrial  conditions  may  be  charged 
with  revolt  against  the  government  as  represented  by  its 
military  officers.  These  and  many  other  signs  point  to  the 
fact  that  the  danger  of  class  war  is  recognized  by  industry 
and  government,  as  well  as  the  peril  of  our  again  being 
drawn  into  a  world  war. 

As  to  the  latter,  the  path  by  which  we  as  a  nation  be- 
came involved  was  demonstrated  twenty  years  ago,  though 
not  then  revealed  to  the  public.  Its  danger  points  are,  first, 
the  monopolistic  growth  of  our  industries,  entrenched  as 
they  are  in  their  appropriation  of  the  rich  natural  resources 
in  our  own  land;  second,  the  resulting  accumulation  of 
capital  and  its  fluid  character,  which  give  to  the  banking 
system  an  enormous  power  j  third,  the  inevitable  decline 
in  the  rate  of  profit,  which,  accompanying  increasing  indus- 
trialization, at  the  moment  when  capital  seeks  larger  re- 
turns by  mass  production,  forces  increasing  competition  for 
markets  at  home  and  abroad. 

These  tendencies  are  working  in  all  nations  where  mod- 
ern capitalism  prevails,  thus  checking  international  trade 
at  time  of  crisis  when  it  is  a  vital  necessity  for  every  coun- 
try. From  the  international  standpoint,  the  fundamental 
causes  of  conflict  may  be  stated  with  slightly  different  em- 
phasis. They  are,  first,  the  unequal  distribution  between 
the  nations  of  land  and  raw  materials  in  proportion  to 
their  populations  j  second,  the  resulting  necessity  which  is 
made  more  urgent  to  keep  open  the  channels  of  trade  that 
supply  the  needs  of  nations  lacking  food  and  raw  mate- 
rials j  third,  the  fact  that  the  possessors  of  these  materials 
try  to  protect  their  markets  against  goods  in  exchange,  and 
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thus  deprive  the  nations  which  need  them  o£  the  means 
for  purchasing  them  with  their  own  products. 

It  must  be  abundantly  clear  to  everyone  that  the  posses- 
sion of  land  and  raw  materials  does  not  lodge  with  the  peo- 
ple who  compose  these  nations.  These  resources  are  pri- 
vately owned,  even  in  modern  democracies  j  and  their 
ownership  assures  control  of  the  action  of  government, 
which  must  try  to  maintain  the  stability  of  its  own  eco- 
nomic system.  Two  statements  by  publicists,  one  British 
and  one  American,  in  October  1935,  may  be  quoted  to 
make  clear  this  dilemma. 

In  an  address  on  "The  Economics  of  Peace"  before  the 
National  Liberal  Club  in  London,  Sir  Herbert  Samuel,  a 
Liberal  leader,  said: 

The  essence  of  the  whole  matter  is  that  there  are  nations 
in  the  world  profoundly  dissatisfied  with  their  position  and 
with  grounds  for  their  dissatisfaction.  To  them  the  League  of 
Nations  appears  as  an  organization  of  the  powers  which  are 
replete,  designed  to  keep  at  arm's  length  the  powers  which  are 
hungry.  .  .  . 

I  believe  that  the  solution  of  this  great  world  problem  will 
be  found  along  economic  lines  rather  than  territorial.  We  see 
the  first  recognition  by  the  present  Government  in  this  coun- 
try of  the  existence  and  importance  of  this  problem,  in  the 
reference  in  Sir  Samuel  Hoare's  speech  to  the  allocation  of 
the  world's  supplies  of  raw  materials.  But  there  is  no  dearth 
of  raw  materials.  There  is  no  difficulty  whatever  of  furnish- 
ing to  the  peoples  of  Germany,  Italy,  Poland,  Japan  and 
other  countries  all  the  raw  materials  and  the  foodstuffs  that 
they  require  to  keep  their  manufactures  busy  and  their  people 
well  fed.  The  difficulty  is  how  they  are  to  pay  for  them. 
Unless  they  are  allowed  to  sell  their  own  products  in  exchange 
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they  cannot  buy  without  destroying  the  value  of  their  own 
currencies.   (Christian  Science  Monitor)  October  29,    1935.) 

The  New  York  Times  of  October  26,  1935,  carried  an 
editorial  entitled  "Neutrality  in  Reverse,"  deploring  the 
fact  that  the  temporary  resolution  passed  by  Congress  in 
the  preceding  summer  had  empowered  the  President  to 
embargo  "implements  of  war"  and  not  "munitions,"  which 
would  include  raw  materials. 

While  the  embargo  on  these  munitions  [i.e.  implements 
only]  helped  Ethiopia,  which  bought  little  here  and  can  get 
them  elsewhere,  the  failure  to  embargo  the  raw  materials  for 
war-making — food,  cotton,  chemicals,  metals  and  oils — will 
certainly  strengthen  Italy  to  pursue  the  war  which  has  been 
outlawed  by  those  nations  with  which  Italy  signed  the  solemn 
Covenant  it  has  broken.  This  being  the  very  reverse  of  neu- 
trality, the  resolution  so  administered  becomes  an  instrument 
for  peace  at  any  price,  so  far  as  this  country  is  concerned,  even 
if  the  price  be  to  supply  the  sinews  of  war  to  those  who  are 
threatening  the  peace  of  the  world. 

Is  it  true,  as  the  New  York  Times  reporter  said  to  Piran- 
dello, that  "in  America  everyone  wants  peace  in  the 
world"?  Essentially  it  is  true,  if  "everyone"  means  indi- 
vidual Americans.  It  is  not  true  that  the  dominant  forces 
in  our  economic  system  make  for  peace.  Orders  for  muni- 
tions, especially  for  raw  materials  and  for  steel  and  chemi- 
cals, utilize  idle  productive  capacity,  and  therefore  industry 
wants  war  orders.  Moreover,  powerful  American  corpora- 
tions are  linked  with  business  organizations  throughout  the 
world.  Danger  to  credit  in  any  nation  disturbs  the  inter- 
national financial  structure.  Hence  international  finance  has 
a  stake  in  the  nations'  success  in  war,  since  defeat  has  wide- 
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spread  effects  upon  the  structure  of  international  exchange 
and  the  stability  of  currencies. 

The  unwillingness  to  include  raw  materials  for  embargo 
as  a  discouragement  to  Italian  aggressions  in  Ethiopia, 
either  in  American  legislation  for  neutrality  or  under  the 
application  of  economic  sanctions  in  the  League  of  Nations, 
is  evidence  that  in  war  and  in  the  preparations  for  it  the 
same  recurrent  conflict  centers  between  possessive  and  crea- 
tive forces  which  has  been  traced  through  other  important 
phases  of  American  life.  Creative  work  is  destroyed  in 
war;  but  no  other  force  can  permanently  end  war. 
Whether  creative  forces  in  America  have  attained  the 
strength  to  hold  back  the  nation  from  the  present  war 
dangers,  not  only  in  Africa,  but  in  Europe  and  the  Orient, 
is  a  question  momentous  in  America's  destiny. 

The  attainment  of  such  strength  seems  a  long  way  ahead 
of  America  as  we  know  it  today,  with  its  widespread  unem- 
ployment, its  declining  standards  of  living,  the  poverty  of 
millions,  and  the  obstacles  to  scientific  and  cultural  work 
set  up  by  the  lack  of  means  for  their  support.  We  seem 
indeed  to  be  unprepared,  as  in  1917,  to  resist  entangle- 
ments in  the  wars  of  other  lands.  Of  a  nation's  lost  quest 
and  bewildered  disillusionment,  Walt  Whitman  wrote 
prophetically,  yet  hopefully: 

Facing  west  from  California's  shores, 
Inquiring,  tireless,  seeking  what  is  yet  unfound, 
I,  a  child,  very  old,  over  waves,  towards  the  house  of  mater- 
nity, the  land  of  migrations,  look  afar, 
Look   off  the   shores   of   my   western   sea,   the   circle   almost 

circled; 

For  starting  westward   from    Hindustan,   from   the   vales  of 
Kashmere, 
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From  Asia,  from  the  north,  from  the  God,  the  sage,  and  the 

hero, 
From  the  south,  from  the  flowery  peninsulas  and  the  spice 

islands, 

Long  having  wander'd  since,  round  the  earth  having  wander'd, 
Now  I  face  home  again,  very  pleas' d  and  joyous, 
(But  where  is  what  I  started  for  so  long  ago? 
And  why  is  it  yet  unround? ) 

— Leaves  of  Grass 

It  is  true  that  California's  shores  have  become  our  west- 
ern frontier.  Facing  west  from  there  is  really  facing  east, 
toward  China,  toward  Japan,  toward  the  Orient.  How  will 
America  solve  the  problems  of  the  relations  between  East- 
ern and  Western  civilization?  Threats  of  war  bring  the 
question  out  of  the  future  into  the  present.  Shall  the  solu- 
tion follow  Spengler's  prophecy?  He  has  declared  that 
Germany  is  "a  frontier  against  'Asia.' "  ( The  Hour  of 
Decision,  p.  5.)  Shall  it  be  an  issue  between  races,  in  a 
conflict  for  which  the  white  race  will  prepare  itself  by 
suppressing  the  class  struggle  and,  for  that  purpose,  repu- 
diating democracy  and  "parliamentarianism"  and  substi- 
tuting Prussianism  or  Fascism? 

Will  America's  resources  be  used  to  aid  in  the  struggle 
of  the  British  Empire  and  Western  Europe  in  their  effort 
to  maintain  a  dominant  position  in  the  Orient?  Is  the 
financial  chain  already  being  forged  as  it  was  in  1914  and 
1915,  and  growing  so  strong  before  we  know  it  that  even 
the  will  for  peace  in  America  cannot  hold  us  back  from 
guarding  the  interests  of  the  white  race  in  the  Pacific 
against  Japanese  aggressions?  These  aggressions,  be  it 
noted  again,  are  not  racial  but  economic,  and  identical  with 
the  forces  moving  Western  Europe  and  Great  Britain. 
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Shall  we  ultimately  join  European  nations  against  the 
Soviet  Union,  or  co-operate  with  the  Soviets  in  their  effort 
to  maintain  peace  in  the  world? 

Our  thesis,  which  we  believe  to  be  truly  American,  is 
the  exact  opposite  of  Spengler's  Prussianism.  Our  belief 
is  that  the  white  race  can  survive  and  develop  its  civiliza- 
tion only  if  the  nations  which  represent  it  adopt  the  objec- 
tive of  freeing  all  races  from  exploitation.  No  nation  can 
consistently  work  toward  such  an  objective  until  its  own 
workers  and  farmers  are  free. 

The  challenge  to  America's  creative  forces  for  peace  is 
already  taking  form  on  the  western  horizon.  It  is  a  chal- 
lenge to  set  our  own  house  in  order.  All  the  resources  of 
America  for  the  struggle  for  human  rights  must  be  set  in 
motion — in  politics  j  in  social  reform  5  in  the  scientific  man- 
agement of  industry  and  production ;  and  finally,  as  the 
spearhead  of  all  these  efforts,  in  the  organization  of  all 
workers  in  defense  of  the  America  of  creative  work. 


PART     TWO 

THE  PROMISE  IN  CREATIVE  FORCES 


X.    RESOURCES   FOR    SOCIAL 
SECURITY 


SOCIAL  security  is  a  promise  for  the  future  which  has 
begun  to  stir  the  imagination  and  to  stimulate  unity  of 
purpose  among  the  American  people,  the  more  because 
they  have  been  so  often  and  so  deeply  distressed  by  inse- 
curity and  thwarted  by  the  fear  of  it.  Their  resources  for 
fulfilling  this  newly  developing  purpose  are  to  be  found 
in  the  well-known  abundance  of  raw  materials,  the  wide- 
spreading  and  fertile  land,  and  above  all  in  the  intelligence 
and  efficiency  of  the  whole  body  of  workers.  These  are 
ready  to  use  their  skill  and  knowledge  for  a  new  aim — to 
plan  higher  standards  of  living  through  the  full  and  unin- 
terrupted use  of  the  dynamic  forces  of  production. 

The  opportunity  to  plan  for  such  a  purpose  can  be  won 
only  through  human  struggle  against  the  opposing  forces. 
The  will  to  struggle  for  human  rights  is  the  primary 
resource  of  the  American  people  for  achieving  social 
security.  It  is  explicit  in  America's  historic  traditions 
and  implicit  in  the  present  economic  evolution  of  her 
forces. 

The  need  for  the  struggle  is  being  taught  through  expe- 
rience. With  increasing  severity  throughout  the  nation's 
history,  the  people  have  suffered  individually  and  in  fam- 
ily life  from  the  interruptions  and  the  permanent  losses 
of  unemployment.  They  want  security  of  livelihood  and 
a  chance  to  carry  out  their  plans  for  themselves  and  for 
their  children,  freed  from  the  haunting  fear  of  loss  of  the 
job.  They  are  convinced  that  America's  resources  are  great 
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enough  to  provide  this  elementary  opportunity  in  work 
and  a  living  wage  the  year  around. 

The  term  "social  security"  is  used  in  different  senses, 
and  often  with  too  limited  a  meaning.  For  instance,  the 
law  which  provided  for  a  certain  measure  of  social  insur- 
ance, as  passed  by  the  Congress  of  the  United  States  in 
1935,  was  called  the  Social  Security  Act.  Social  insurance, 
however,  is  not  security.  It  is  merely  compensation  for 
insecurity.  The  compensation  is  important,  of  course.  If 
employment  be  lost  through  economic  causes  which  are  in 
no  way  indicative  of  scarcity,  but  merely  hindrances  to 
the  use  of  abundant  resources,  a  minimum  income  can  and 
should  be  assured  for  the  worker.  If  production  must  be 
interrupted  by  causes  that  need  not  prevail  in  a  construc- 
tive society,  at  least  the  income  for  the  worker  and  farmer 
should  be  regular,  as  is  his  need  to  purchase  the  products 
of  others'  work  for  his  own  living. 

The  American  people  want  more  than  insurance,  more 
than  compensation  for  unemployment.  They  want  con- 
tinuous employment,  the  chance  to  work  in  accordance 
with  their  ability.  It  is  a  dynamic  security  that  is  wanted — 
a  chance  to  go  forward  toward  realization  of  the  promise 
of  American  life.  This  is  the  meaning  of  social  security 
for  Creative  America,  which  is  America  at  work,  building 
the  future  out  of  the  resources  of  the  present,  with  past 
experience  as  a  guide. 

Those  who  would  discover  and  release  the  creative 
forces  in  America  must  look  to  the  future.  The  essence  of 
American  development  has  been  this  drive  toward  the 
future,  this  hope  for  a  fuller,  happier  life.  Tomorrow  will 
be  better  than  today,  if  we  stay  where  we  arej  but  if  here 
we  find  no  opportunity,  we  shall  be  sure  to  find  it  if  we 
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move  westward.  The  drive  toward  the  future  and  the 
lively  hope  of  tomorrow  are  characteristic  of  those  who 
join  in  the  migrations  of  the  human  race.  North  America 
is  the  product  of  migration,  and  as  a  society  it  has  the 
characteristics  developed  in  the  experience  of  pioneers. 
Strength,  buoyancy  and  self-reliance  are  the  qualities  which 
lead  men  to  cross  seas,  mountains  and  deserts ;  and  enable 
them  to  build  a  new  nation  out  of  Nature's  materials. 

Optimism  of  late  has  been  severely  strained  in  the 
United  States.  The  points  of  strain  have  been  shown  in 
preceding  chapters.  Hard  work  and  achievement  have  been 
frustrated  by  panic  j  by  government's  disloyalties  to  de- 
mocracy and  human  rights  in  favor  of  property  rights  5 
by  greed  and  ruthless  exploitation  on  the  part  of  "big 
business";  by  concentration  of  ownership,  which  has  dis- 
possessed workers  of  their  tools  and  farmers  of  their  land; 
by  the  poverty  which  for  the  dispossessed  many  is  the 
result  of  progress  for  those  few  who  possess  the  instru- 
ments of  progress  j  by  the  temptations  and  the  weakening 
of  defenses  which  permit  the  development  of  organized 
crime  as  a  symptom  of  social  disintegration  j  by  racial  ex- 
ploitation in  the  interest  of  obtaining  a  cheap  and  docile 
labor  force  j  and  by  the  culmination  of  the  action  of  all 
these  forces  in  the  wars  of  possessors. 

Despite  all  these  evidences  of  the  failure  of  American 
democracy  to  fulfil  its  purpose  for  the  common  man,  crea- 
tive forces  are  revealed  in  the  failures  themselves.  The 
panic  occurred  j  yet  it  was  merely  an  interruption  of  the 
creative  work  in  progress.  Property  ownership  may  force 
government  to  act  against  human  rights,  but  the  rights  of 
man  have  been  asserted  in  the  history  of  America  too 
strongly  to  be  forgotten.  "Big  business"  has  a  selfish  pro- 
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gram  and  is  ready  to  destroy  democracy  for  its  fulfilment  j 
but  when  "big  business"  and  political  leaders  find  them- 
selves compelled  to  speak  the  language  of  democracy  and 
to  justify  their  acts  in  the  name  of  American  liberty,  they 
give  unconscious  testimony  to  the  strength  of  democratic 
forces. 

Workers  may  be  denied  the  chance  to  use  their  tools, 
and  farmers  may  be  overwhelmed  with  debt  and  taxes,  but 
nowhere  in  the  world  is  there  a  more  intelligent  and 
skilled  working  force.  Nowhere  is  the  democratic  atmos- 
phere so  conducive  to  unity  of  action  between  workers  and 
the  scientists  and  technicians  who  discover  the  laws  of 
machinery  and  of  materials  for  labor's  use.  Poverty,  crime, 
racial  exploitation  and  war,  while  disastrous  and  a  menace 
to  civilization,  are  merely  evidence  that  the  controlling 
forces  of  possession  are  now  restricting  the  development 
which  is  of  the  essence  of  the  life  of  the  nation.  In  no  wise 
are  they  indicative  of  any  lack  of  creative  power.  Once 
the  creative  power  can  be  released  from  these  restrictive 
forces,  the  symptoms  will  disappear. 

For  those  who  look  in  the  right  direction,  the  battle 
against  these  disorders  here  and  now  is  seen  to  be  the  be- 
ginning of  fulfilment  of  the  future  promise.  Out  of  the 
past  and  present  conflict,  the  challenging  task  of  the  future 
emerges:  to  overcome  economic  depressions ;  to  lift  the 
burden  of  debt  from  agriculture  and  industry  j  to  change 
the  conditions  which  produce  poverty  -,  to  remove  the  root 
causes  of  social  disorganization  leading  to  crime;  to  organ- 
ize production  so  that  the  material  basis  for  livelihood 
will  be  secure  for  all;  to  set  free  the  forces  of  skill  and 
knowledge  for  the  full  development  and  use  of  America's 
productive  capacity  j  to  end  the  exploitation  of  oppressed 
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classes  and  races  and  to  free  them  for  their  special  cultural 
contributions  to  world  civilization  5  and  finally,  in  the 
accomplishment  of  these  tasks,  to  end  wars  and  establish 
secure  peace. 

The  achievement  of  these  ends  requires  action ;  it  calls 
for  a  process,  not  a  formula.  Of  all  who  share  in  this 
process  it  is  required  at  the  outset  that  they  make  their 
choice  of  the  purposes  to  which  they  will  give  their  sup- 
port. Agreement  as  to  the  ultimate  forms  of  social  and 
economic  institutions  is  not  essential.  What  matters  is  that 
the  effects  of  today's  action  upon  the  general  purposes 
here  defined  should  be  clearly  in  the  minds  of  all  Ameri- 
cans. They  must  learn,  first,  to  appraise  their  material 
resources  for  social  security  as  these  are  apparent  in  the 
highly  developed  organization  of  productive  forces.  They 
must  then  stimulate  and  strengthen  by  their  efforts  the 
movements  in  American  life  by  which  social  security  may 
be  developed. 

To  clarify  our  purposes  we  shall  attempt  such  an  ap- 
praisal and  shall  analyze  the  ideas  for  which  the  American 
people  are  ready  to  struggle,  as  shown,  first,  in  current 
popular  movements,  especially  those  with  political  aims; 
second,  in  the  efforts  expressed  in  social  service  to  over- 
come the  disorders  of  poverty  for  the  individual  and  to 
develop  a  program  of  reform  j  third,  in  scientific  manage- 
ment and  its  capacity  to  organize  and  develop  production 
and  to  challenge  the  wastes  of  natural  resources  and  mate- 
rial equipment  in  the  present  organization  of  business  j  and 
fourth,  in  the  action  of  organized  workers.  These  will  be 
the  subjects  of  succeeding  chapters.  In  this  chapter  we 
sketch  the  economic  and  social  basis  for  these  movements 
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and  in  general  the  relation  of  industry  and  production  to 
cultural  life. 

The  period  of  capitalist  development  in  the  United 
States  must  be  recognized  for  its  total  accomplishment.  It 
has  been  a  period  of  dynamic  and  accelerated  growth  in 
productive  resources.  From  discoveries  in  physics  and 
chemistry  and  related  sciences  has  come  an  extraordinary 
body  of  knowledge  for  practical  application  in  the  tech- 
nology of  industry.  Capitalism  itself  has  called  forth  many 
of  these  discoveries.  New  materials,  new  machines,  new 
methods  of  work,  have  raised  the  level  of  production  and 
accelerated  its  rate  to  a  degree  not  even  glimpsed  in 
dreams  during  the  period  of  feudalism. 

The  accomplishments  have  been  twofold:  technological, 
and  organizational  or  administrative.  It  is  unnecessary  here 
to  analyze  in  detail  the  technology,  or  the  body  of  knowl- 
edge of  materials  and  machines,  which  is,  so  to  speak,  the 
collective  brain  of  American  production.  One  quality  only 
need  be  mentioned — the  potential  rapidity  of  change  in 
knowledge  and  in  its  application.  The  economic  system  best 
adapted  to  this  dynamic  quality  is  one  that  can  quickly 
utilize  new  discoveries  for  their  benefit  to  the  people. 
Capitalism  today  must  be  rated  as  inferior  in  this  quality 
of  adaptation,  since  a  rapid  change  in  equipment  jeopard- 
izes capital  investment  and  decreases  profit.  The  poten- 
tiality for  constant  improvement  is  unquestionably  one  of 
the  most  important  elements  in  the  productive  system  in  its 
present  stage  of  development. 

The  organization  of  industrial  or  productive  enterprises 
and  the  efficiency  of  their  administration  is  an  achievement 
genuinely  creative  in  character.  The  task,  in  the  familiar 
terms  of  definitions  of  rationalization,  is  to  produce  the 
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optimum  output  in  quantity  and  quality,  with  the  least 
waste  of  human  energies  and  materials.  A  later  chapter 
will  discuss  scientific  management.  Here  the  emphasis  is 
on  the  achievement,  rather  than  the  method  of  attaining  it. 
As  the  result  of  American  administrative  efficiency,  indus- 
try is  now  highly  organized,  with  the  workers  associated 
in  groups  specialized  in  their  functions  and  related  to  one 
another  in  an  effectively  adjusted  rhythm  of  performance. 
The  principles  of  specialization  and  integration  apply  also 
to  combinations  of  industries  under  one  ownership. 

However  undesirable  may  have  been  the  practices  of 
trusts  or  monopolies  in  raising  prices  and  in  other  offenses 
against  the  interests  of  labor  and  the  common  welfare, 
their  development  has  nevertheless  made  possible  the  in- 
tegration of  different  branches  of  industry  under  unified 
administration.  These  are  the  units  of  a  planned  economy, 
and  their  organization  and  particularly  the  experience 
gained  in  administering  them  must  be  counted  as  achieve- 
ments of  the  capitalist  period  and  as  present  resources  for 
efficient  production. 

Again,  let  it  be  said,  the  emphasis  here  is  upon  achieve- 
ments. It  must  be  pointed  out,  however,  that  industry  in 
the  capitalist  period  has  been  unable  to  plan  relations  be- 
tween independent  enterprises.  Wesley  C.  Mitchell,  whose 
investigations  of  business  cycles  have  an  important  place 
in  the  present  body  of  knowledge  of  economics  in  this 
country,  has  this  to  say  about  the  "alleged  planlessness  of 
production" : 

The  business  economy  provides  for  effective  co-ordination 
of  effort  within  each  business  enterprise,  but  not  for  effective 
co-ordination  of  effort  among  independent  enterprises.  .  .  . 
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Co-ordination  within  an  enterprise  is  the  result  of  careful  plan- 
ning by  experts;  co-ordination  among  independent  enterprises 
cannot  be  said  to  be  planned  at  all;  rather  is  it  the  unplanned 
result  of  natural  selection  in  a  struggle  for  business  survival. 
(Business  Cycles,  p.  172.) 

This  suggests  another  modification  to  be  made  in  ap- 
praising the  efficiency  of  American  production.  In  every 
industry,  efficiency  varies  widely  in  the  different  enter- 
prises. As  competing  units,  they  expect  to  make  profits  out 
of  their  separate  discoveries,  and  they  therefore  carefully 
guard  their  "trade  secrets."  The  inability  to  transfer  knowl- 
edge and  skill  from  one  industrial  enterprise  to  another  is 
one  of  the  restrictions  upon  productive  forces  which  inhere 
in  the  organization  of  industry  in  separate  and  privately 
owned  enterprises.  Patent  laws  have  the  effect  of  legaliz- 
ing these  inequalities,  which  represent  finally  a  loss  to  the 
community  as  a  whole. 

Nevertheless  the  organization  of  an  efficient  industrial 
enterprise  is  always  a  contribution  to  experience  in  the  art 
and  science  of  management.  Apart  from  this  contribution 
must  be  counted  the  development  of  skill  and  the  body  of 
knowledge  of  all  the  workers,  from  the  man  at  the  bench 
to  the  manager  whose  function  is  administrative.  The  habit 
of  working  together  is  in  itself  an  achievement  valuable  to 
society  as  a  whole.  This  is  a  contribution  which  large-scale 
organization  has  to  make  to  human  relationships  within 
the  community. 

The  art  of  working  together  may  be  described  as  the 
technique  of  association.  Under  present  conditions  of  the 
exploitation  of  the  labor  force  for  profit — the  actual  status 
of  labor  as  a  commodity — it  appears  fantastic  to  say  that  a 
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factory  is  a  social  organization.  Yet  this  is  basically  true; 
and,  like  the  other  present  resources  of  the  production  sys- 
tem, the  social  values  of  the  factory  are  ready  to  be 
brought  to  fruition  when  production  is  directed  toward 
social  use.  Already  this  habit  of  association  accounts  for  the 
development  in  the  basic  industries  of  workers'  organiza- 
tions for  the  protection  of  their  interests. 

Closely  related  to  this  association  of  workers  in  produc- 
tion is  the  collective  character  of  the  whole  development  of 
America.  Despite  the  emphasis  upon  the  individual  in 
American  philosophy  and  in  the  ideas  of  democracy,  it  is 
a  fact  that  the  settlement  of  the  colonies,  the  pushing  west- 
ward of  the  frontier,  and  the  building  of  new  communities 
has  required  the  co-operation  of  many  individuals.  Indeed, 
individual  achievements  in  discovery  and  invention  have 
acquired  significance  only  as  they  were  used  collectively, 
and  mass  production,  which  is  characteristic  of  America,  is 
essentially  a  co-operative  undertaking. 

Recognition  of  this  collective  character  of  American  life 
has  been  given  recently  in  a  highly  important  report, 
Investigation  of  the  Social  Studies  in  the  Schools  y  prepared 
for  the  American  Historical  Association  by  a  group  of  edu- 
cators and  social  scientists.  The  main  conclusion  of  this 
study  is  that  the  schools  should  seek  to  prepare  boys  and 
girls  for  life  in  a  collective  society.  The  investigations  point 
to  the  continued  development  of  collectivism  in  American 
life.  Certainly  the  economic  basis  of  production  is  already 
collective. 

In  appraising  America's  creative  forces  its  cultural  re- 
sources should  be  seen  in  relation  to  production.  The  word 
"creative"  is  commonly  applied  to  art  and  cultural  achieve- 
ments. In  contrast,  its  inclusive  use  in  this  book  is  based 
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upon  a  concept  of  society  as  a  normally  co-ordinated  whole, 
with  culture  related  organically  to  the  material  basis  in 
production.  It  therefore  challenges  the  idea  of  art  as  an 
adornment  purchasable  only  by  the  privileged  few.  The 
artist  is  sustained  now  by  the  industrial  workers'  produc- 
tion. The  workers  in  industry  should  have  the  education 
and  leisure  to  enjoy  art.  When  the  artist  does  his  work 
with  an  eye  to  its  appreciation  by  workers  and  farmers  he 
will  take  his  ideas  and  inspiration  from  the  realities  of 
their  life  which  he  shares.  Similarly  this  mutual  inter- 
change with  workers  in  all  productive  labor  would  char- 
acterize the  life  and  work  of  the  scientist,  the  musician, 
the  physician,  the  architect,  and  most  of  all  the  teacher. 
This  is  what  is  meant  by  the  organic  relationship  of  culture 
to  production. 

To  be  sure,  artistic  achievement  is  in  its  very  nature 
original.  It  takes  many  forms — painting,  sculpture,  drama 
and  the  theater  arts,  music,  dancing,  and  all  craftsmanship 
— in  which  imaginative  power  is  expressed.  The  artist  sees 
and  feels  something  that  others  do  not,  and  interprets  it 
to  them.  Industrialism,  in  contrast,  seems  to  aim  at  stand- 
ardization and  the  mechanization  of  all  activities,  destroy- 
ing not  only  craftsmanship  but  the  opportunity  for  indi- 
viduality in  ideas  or  action. 

Such  a  difference  would  seem  to  set  the  artist  apart  from 
other  workers.  Does  not  this  separation  originate,  however, 
in  an  abnormal  concept,  due  to  the  abnormal  relationship 
of  industry  and  production  to  culture  in  contemporary 
society?  The  abnormality  arises  not  out  of  a  valid  distinc- 
tion between  the  essential  contribution  of  different  occupa- 
tions to  the  total  functioning  of  society,  but  out  of  a  di- 
vision of  classes  into  the  privileged,  who  are  the  few,  and 
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the  underprivileged,  who  are  the  many,  along  with  the 
limitation  in  the  sharing  and  enjoyment  of  culture  which 
this  division  entails. 

Art  and  education  which  have  thus  become  the  privilege 
of  a  few  who  can  stand  outside  the  industrialized, 
mechanized  society,  tend  to  respond  to  the  tastes  and  de- 
sires of  the  privileged  possessors  who  can  pay  for  advanced 
education  and  for  the  work  of  the  artists  fortunate  enough 
to  find  this  market  for  their  products.  Culture  has  become 
a  limited  concept,  descriptive  of  the  enjoyment  of  art  by  a 
leisure  class.  Curiously,  however, — or,  perhaps,  naturally 
—the  springs  of  culture  are  still  fed  from  the  rock  strata 
of  creative  workers  5  seldom  from  the  level  of  society 
which  now  possesses  and  values  the  artist's  work. 

The  children  of  the  workers  generally  can  have  only 
the  minimum  of  schooling,  though  American  democracy 
prides  itself  upon  "compulsory  universal  education."  Ed- 
ucation, therefore,  is  not  a  living  process,  permeating  the 
whole  work  of  society,  increasing  both  skill  and  social 
awareness.  Industrialism,  to  the  educator  in  our  society,  is 
in  conflict  with  culture  5  and  it  is  a  primary  purpose  of 
teaching  to  enable  as  many  as  possible  to  escape  from  in- 
dustrialism into  the  relative  security  and  opportunity  of 
the  arts,  the  sciences  and  the  professions,  though  training 
for  "business"  and  its  opportunities  is  not  despised. 

Against  this  limited  concept  of  culture  and  education, 
the  forces  in  the  economic  system  actually  set  up  a  counter 
influence.  Not  only  can  those  who  have  greater  wealth  pay 
for  art  and  professional  services  for  their  individual  use. 
Business  itself  hires  workers  in  the  professions.  Engineers, 
scientists  and  technicians  are  of  course  needed  in  an  indus- 
trial system.  But  business  hires  also  artists  to  depict  its 
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products  and  journalists  to  present  its  case  to  the  public -, 
accountants  and  management  engineers  for  administration  j 
doctors,  psychologists  and  labor  managers  for  its  industrial 
relations  and  the  conditions  of  employment ;  and  lawyers, 
whose  task  of  handling  the  legal  relationships  of  business 
grows  more  complicated  with  the  growth  and  development 
of  the  economic  system.  Workers  in  the  professions,  under 
these  conditions,  become  hired  hands,  instead  of  tradi- 
tionally independent,  self-employed  individuals. 

Thus  the  economic  system  takes  control  of  culture  and 
education,  stamping  them  with  the  mark  of  privilege  which 
separates  them  from  the  masses.  But,  on  the  other  hand, 
the  new  status  of  professional  and  intellectual  workers  as 
hired  hands  prepares  them  for  their  fast-approaching 
identification  with  industrial  workers,  and  this  once  again 
draws  cultural  development  into  closer  relation  with  pro- 
ductive forces.  The  process  of  identification  is  increased 
during  periods  of  unemployment,  which  undermine  pro- 
fessional services,  science  and  culture,  through  the  same 
insecurity  that  menaces  industrial  workers. 

These  developments  justify  the  inclusive  use  of  the 
word  "creative."  Only  as  work  is  viewed  as  the  unified 
effort  to  fulfil  all  the  needs  of  society,  cultural  and  ma- 
terial, can  the  antithesis  be  overcome  between  culture  and 
industry.  The  democratic  idea  of  equality  and  universal 
education  is  in  constant  opposition  to  a  practice  which  limits 
culture  to  the  privileged  few,  thereby  making  art  a  mere 
adornment  instead  of  the  flowering  of  individual  genius 
developed  within  a  unified  society.  The  reconciliation  of 
production  and  culture  becomes,  then,  one  of  the  promises 
to  be  fulfilled  by  America's  creative  forces. 


XI.    THE    PEOPLE    IN    POLITICS 


DEMOCRACY,  which  in  its  strict  meaning  is  government 
by  the  people,  is  linked  historically  with  the  economic  sys- 
tem known  as  capitalism.  The  connotations  of  both  words 
are  fraught  with  emotion  and  obscured  by  propaganda. 
They  form  the  background  of  thought,  however,  against 
which  political  action  in  the  United  States  takes  place.  The 
distinction  between  them,  as  well  as  their  historical  rela- 
tionship, must  be  understood  if  the  American  people  are 
to  discriminate  among  the  many  appeals  which  are  made  to 
them  for  support  of  political  parties  or  programs. 

At  the  time  of  the  industrial  revolution,  the  system  of 
feudalism,  with  its  vested  ownership  in  land  held  in  per- 
petuity, gave  place  to  capitalism,  which  transmuted  owner- 
ship into  a  symbol — capital — easily  transferable  from  hand 
to  hand.  The  later  developments  of  capitalism,  as  we  have 
seen,  have  established  the  system  by  means  of  ownership 
of  raw  materials,  land,  and  all  the  means  of  production. 
The  logical  result  of  this  ownership  and  the  essence  of 
capitalism  has  been  the  claim  set  up  whereby  ownership  of 
capital  takes  a  share  of  all  value  produced,  payable  in  rent, 
interest  and  profits.  Capital,  in  this  sense,  is  the  accumu- 
lated wealth  of  past  production,  employed  for  new  produc- 
tion of  commodities  in  a  process  which  appropriates  from 
labor  part  of  the  value  of  its  production.  Thus  capitalism, 
while  it  abolished  the  system  which  held  the  workers  as 
serfs  or  vassals  of  feudal  lords,  created  in  the  capitalist 
class  a  new  group  of  rulers. 

Feudalism  was  a  political  as  well  as  an  economic  system, 
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and  hence  with  the  change  in  the  economic  base  a  new 
political  form  had  also  to  be  developed.  Political  democ- 
racy as  the  middle  class  struggled  to  achieve  it,  drew  upon 
the  ideas  of  the  eighteenth  century  regarding  the  rights 
of  man,  supplemented  by  the  ideal  of  equality.  These  ideas 
are  traceable  to  the  fact  that  feudalism  failed  to  develop  a 
productive  system  that  could  insure  the  people  a  liveli- 
hood. New  forms  of  production  were  taking  shape  through 
the  industrial  revolution.  Capitalism,  which  was  the  eco- 
nomic form  for  the  new  technical  methods,  was  reinforced 
and  supported  by  laissez  faire  in  economic  theory  j  freedom 
of  conscience  in  religion  j  the  extension  of  the  suffrage  to 
the  middle  class,  to  accomplish  the  transfer  of  power  from 
land  owners  to  manufacturers  and  merchants  j  and,  finally, 
universal  suffrage  and  universal  education,  in  conformity 
with  the  needs  of  the  productive  system  for  a  free  and  in- 
telligent labor  force. 

The  history  of  subsequent  developments  in  every  coun- 
try of  modern  industry  reveals  the  growing  necessity  to 
curb  this  development  of  individualism  in  favor  of  the 
business  economy.  From  such  necessity  has  emerged  the 
struggle  between  economic  power  concentrated  in  private 
hands,  with  its  demands  upon  government  for  protection 
of  property,  and  the  concept  of  a  political  democracy  which 
exemplifies  control  by  the  demos,  the  people.  This  finally 
takes  the  form  of  a  contest  between  owners'  control  and 
workers'  control. 

America  today  is  in  the  midst  of  this  struggle.  Political 
democracy  is  not  matched  by  economic  democracy.  Eco- 
nomic organization  which  has  become  collective  in  its 
human  relations,  however,  is  ready  therefore  to  become 
the  basis  for  a  new  concept  of  democracy. 
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The  economic  system  which  begins  to  substitute  collec- 
tive work  for  the  competitive  struggle  is  prepared,  to  that 
extent,  to  set  the  individual  free  for  creative  work  in  a 
new  phase  of  social  and  economic  evolution.  At  this  point, 
democracy  may  conceivably  free  itself  from  the  present 
contradictions  between  the  ideal  of  life,  liberty  and  the 
pursuit  of  happiness  put  forward  in  the  Declaration  of  In- 
dependence, and  the  actual  status  of  a  working  class  which 
is  dispossessed.  The  possessive  forces  in  American  life,  how- 
ever, claim  democracy  as  their  own,  and  attempt  to  brand 
as  subversive  all  discussion  of  the  effects  of  capitalist  or- 
ganization in  its  present  stage  upon  the  actual  power  of 
the  American  people  to  govern  the  nation. 

The  immediate  political  issue  before  the  American  peo- 
ple is  therefore  the  maintenance  of  representative  govern- 
ment against  the  forces  which  hold  production  in  check, 
lower  the  standards  of  living,  and  expose  the  nation  to  the 
danger  that  further  industrial  expansion  beyond  the  re- 
stricted purchasing  power  of  the  existing  "market"  may 
draw  the  American  people  once  again  into  a  world  war.  A 
farsighted  effort  is  being  made  to  deprive  the  people  of 
their  political  power,  lest  it  be  used  to  interfere  with  these 
forces  in  the  economic  system.  As  to  which  side  will  re- 
ceive popular  support  when  such  an  issue  is  understood, 
there  can  be  no  doubt  5  but  the  elements  of  confusion  are 
numerous,  as  shown  in  the  medley  of  voices  claiming  atten- 
tion in  the  American  political  scene. 

In  every  industrial  depression,  interest  in  governmental 
action  increases.  Those  who  want  help  from  government 
and  those  who  want  to  prevent  any  increase  in  govern- 
mental expenditures  or  any  modification  in  laws  affecting 
property  interests,  all  alike  become  vocal.  Voluntary  or- 
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ganizations  without  definite  connection  with  political 
parties  are  formed  to  advance  some  sort  of  legislation. 
Political  parties  put  forward  their  programs.  By  the 
promises  and  representations  that  they  make  to  the  peo- 
ple, they  reveal  their  impressions  of  what  the  people  want. 
Often  the  intention  is  really  to  keep  them  from  wanting 
it,  by  labeling  it  "radical"  or  "subversive."  The  content 
and  names  of  these  movements  necessarily  change,  but 
their  characteristics  remain  as  reflecting,  directly  or  "in 
reverse,"  the  people's  contemporary  economic  difficulties 
and  their  idea  of  a  solution  through  political  action. 

Lest  the  political  scene  of  1936  be  regarded  as  merely  a 
passing  phase,  it  may  be  well  to  recall  the  Populist  move- 
ment which  accompanied  the  depression  of  the  nineties. 
The  movement  began  in  the  Farmer's  Alliance,  which  in 
1890  had  elected  three  United  States  Senators  and  fifty 
members  of  the  House.  The  People's  Party,  formed  in 
1892,  secured  a  million  votes  from  industrial  workers  in 
the  East  and  farmers  in  the  West  and  South,  on  a  platform 
which  attacked  old  parties  and  demanded  free  coinage  of 
silver,  a  graduated  income  tax,  government  ownership  of 
railways  and  telegraphs,  shorter  hours  of  labor  in  the  cities, 
initiative  and  referendum,  popular  election  of  United 
States  Senators,  postal  savings  banks,  restricted  immigra- 
tion, and  the  Australian  ballot.  An  historian  comments: 

It  is  difficult  to  understand  why,  with  the  exception  of  the 
free-silver  plank,  the  platform  should  have  been  construed  as 
so  subversive  of  civilization  and  property  rights.  There  is  noth- 
ing any  more  radical  about  government  ownership  of  railways 
and  telegraphs  than  there  is  about  such  ownership  of  canals  and 
roads.  ...  It  is  solely  a  question  of  efficiency  and  of  number 
of  office-holders.  As  for  all  the  other  planks  named,  every  one 
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of  them  has  been  subsequently  enacted  into  our  laws  either  by 
State  or  Federal  statutes,  or  by  amendments  to  the  Federal 
Constitution,  and  most  of  them  under  the  benediction  of  the 
Republican  Party,  which  assuredly  cannot  be  called  "radical." 
(The  Epc  of  America,  p.  323.) 

Another  historian,  however,  summarizes  the  complaints 
which  accompanied  these  demands,  and  they  appear  to  give 
ground  for  fear  on  the  part  of  the  privileged  classes.  The 
people  complained,  he  said, 

that  America  was  ruled  by  a  plutocracy,  that  impoverished 
labor  was  laid  low  under  the  tyranny  of  a  hireling  army,  that 
homes  were  covered  with  mortgages,  that  the  press  was  the 
tool  of  wealth,  that  corruption  dominated  the  ballot  box  .  .  . 
and,  [quoting  directly  from  the  platform]  "that  the  fruits  of 
the  toil  of  millions  are  boldly  stolen  to  build  up  colossal  for- 
tunes for  a  few  unprecedented  in  the  history  of  mankind;  and 
the  possessors  of  these  in  turn  despise  the  republic  and  endanger 
liberty."  (The  Rise  of  American  Civilization,  Vol.  II,  p.  210.) 

The  depression  of  the  1930*8  thus  far  has  not  produced 
a  new  party  outside  the  established  organizations  of  Demo- 
crats and  Republicans.  The  New  Deal,  which  won  the  elec- 
tion for  the  Democrats  with  Franklin  D.  Roosevelt  in 
1932,  was  notable  chiefly  for  its  expression  of  sympathy 
for  "the  Forgotten  Man,"  in  contrast  with  the  coldness  of 
the  Republican  Administration  toward  all  claims  of  the 
unemployed  for  federal  relief.  Monopolies  which  had  been 
vigorously  attacked  by  Theodore  Roosevelt  in  the  Square 
Deal  of  three  decades  earlier,  received  under  the  New 
Deal  the  right  to  govern  their  industries  with  Congres- 
sional sanction,  with  a  reprieve  also  from  the  anti-trust 
laws.  This  went  further  than  the  tacit  encouragement  of 
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the  period  of  "normalcy"  preceding  the  1929  episode  on 
the  Stock  Exchange. 

The  New  Deal,  however,  seeking  to  be  all  things  to  all 
men,  experienced  later,  as  Chapter  III  has  shown,  the 
vigorous  condemnation  of  the  industrialists  of  the  coun- 
try. Encouraged  by  signs  of  improvement  in  "business," 
they  could  then  afford  to  condemn  laws  which  had  gone 
much  further  than  they  wished  in  giving  labor  the  right 
to  organize  and  in  imposing  taxes  to  pay  benefits  to  farm- 
ers. The  Supreme  Court  substantially  supported  the  Cham- 
ber of  Commerce  by  nullifying  the  laws  which  business 
interests  condemned. 

In  the  light  of  past  popular  movements  in  politics,  the 
i93o's  seem  dull  and  lifeless.  The  vigor  of  life  on  the 
frontier  inspired  the  Grangers  and  the  Populists.  The  Non- 
Partisan  movement  of  the  decade  before  1920  in  the 
Northwestern  states,  the  Bull  Moose  campaign  led  by 
Theodore  Roosevelt,  the  challenge  of  La  Follette  to 
monopoly  in  1924,  all  had  vitality  in  their  demands.  They 
were  people's  movements.  Yet  in  the  I93o's  the  economic 
distress  of  farmers  and  industrial  workers  alike  is  more 
widespread  and  has  deeper  causes.  Neither  the  Republican 
nor  the  Democratic  Party  can  be  considered  to  be  a  peo- 
ple's movement,  ready  to  act  in  their  interests  when  they 
conflict  with  those  of  big  business  and  the  banks. 

In  this  situation,  instead  of  a  political  party  of  any  conse- 
quence, organized  movements  with  very  limited  objectives 
are  winning  sufficient  support  to  justify  calling  them  popu- 
lar. The  Epic  program  to  End  Poverty  in  California, — 
later  nationalized  as  End  Poverty  in  Civilization, — by  set- 
ting the  unemployed  to  work  for  each  other,  producing  for 
use,  in  idle  factories,  was  sufficiently  strong  to  win  the 


THE      PEOPLE      IN      POLITICS  257 

Democratic  nomination  for  Governor  for  its  leader,  Upton 
Sinclair.  Political  victories  were  won  in  Louisiana  by  the 
late  Senator  Huey  Long,  on  the  basis  of  his  "Share  the 
Wealth"  slogan.  Technocrats,  Utopians,  and  an  organiza- 
tion called  the  Commonwealth  Federation,  the  latter 
formed  to  launch  a  new  party,  all  aim  in  general  to 
"build  an  economy  of  abundance,  a  new  social  order  in 
America."  These  last  have  made  their  appeal  to  the  middle 
class.  They  have  not  sought  to  base  the  movement  pri- 
marily on  trade  unions  and  farmers'  organizations. 

The  Farmer-Labor  Party  in  Minnesota  and  the  Progres- 
sive movement  led  by  the  La  Follettes  in  Wisconsin  con- 
tinue to  be  limited  to  their  respective  states.  The  Wis- 
consin Progressives  lean  toward  support  of  President 
Roosevelt.  The  Farmer-Labor  Party  may  be  the  nucleus  of 
a  national  organization  based,  as  it  is  in  Minnesota,  upon 
organizations  of  industrial  workers  and  farmers,  includ- 
ing the  co-operative  movement.  Proposals  for  a  National 
Farmer-Labor  Party,  anti-capitalist  in  character,  put  for- 
ward at  the  American  Federation  of  Labor  convention  in 
1935,  by  resolutions  from  several  large  trade  unions  led 
by  the  United  Textile  Workers,  have  not  yet  been  em- 
bodied in  a  definite  organization,  though  the  response  from 
rank-and-file  members  of  local  unions  has  been  widespread. 

Claiming  a  larger  following  than  any  of  these  new 
party  movements,  the  organization  known  as  the  Town- 
send  Clubs  demands  the  passage  by  Congress  of  a  bill  to 
establish  old  age  pensions.  Every  citizen  over  sixty  years 
of  age  would  receive  $200  a  month,  on  condition  that  he 
engage  in  no  work  and  that  he  spend  the  pension  each 
month.  The  money  for  this  purpose  would  be  raised  by  a 
"transaction  tax"  of  2  per  cent  imposed  by  the  federal  gov- 
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eminent  on  every  sale  and  every  other  business  transaction. 
In  reply  to  the  criticism  that  the  sum  required  would  con- 
stitute an  intolerably  large  proportion  of  the  national  in- 
come, the  leader  of  the  movement,  Dr.  Townsend,  has 
explained  that  transactions  amount  to  a  very  much  larger 
sum  than  the  national  income,  since  a  single  dollar  changes 
hands  many  times  a  day. 

Despite  its  economic  and  political  naivete,  the  move- 
ment has  aroused  the  enthusiasm  of  old  and  young  to  a 
degree  not  evidenced  in  support  of  the  established  politi- 
cal parties.  With  hymn  singing  and  an  outpouring  of  con- 
tributions, audiences,  gathered  at  meetings  of  Townsend 
Clubs  in  country  villages  and  in  cities,  express  their  de- 
mand for  security  for  old  age.  They  believe,  moreover, 
that  the  plan  gives  security  to  the  whole  social  group,  by 
giving  all  the  jobs  to  the  young  and  by  increasing  purchas- 
ing power  through  expenditures  by  the  aged.  Politically 
not  a  party,  they  seek,  by  force  of  numbers,  to  convert 
legislators  of  all  parties  to  support  of  this  bill. 

Another  movement,  committed  as  yet  to  no  party,  but 
voicing  demands  upon  all  of  them,  is  the  National  Union 
for  Social  Justice,  organized  by  Father  Coughlin,  priest 
of  the  Shrine  of  the  Little  Flower  in  the  Roman  Catholic 
Church  in  Detroit.  Since  1929  he  has  been  speaking  regu- 
larly over  the  radio,  mainly  on  political  issues.  On  No- 
vember 14,  1934,  he  appealed  over  the  radio  for  5,000,000 
members,  and  in  April  1935,  when  a  Michigan  Chapter 
was  organized  as  the  beginning  of  a  national  movement, 
he  announced  that  8,500,000  citizens  qualified  to  vote  in 
the  1936  national  election  had  signed  his  i6-point  plat- 
form. They  would  constitute  a  huge  "people's  lobby" 
supporting  legislation  deemed  to  be  in  accordance  with 
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their  platform  and  opposing  bills  contrary  to  its  pro- 
visions. 

Wall  Street  and  the  banking  system  are  the  priest's 
special  points  of  attack.  His  platform  advocates  "national- 
izing" banking,  credit  and  currency,  establishing  a  gov- 
ernment-owned central  bank,  abolishing  "the  privately 
owned  Federal  Reserve  banking  system."  The  sections  on 
ownership  say:  "I  believe  in  upholding  the  right  of  private 
property,  but  in  controlling  it  for  the  public  good."  Those 
"public  necessities"  which  are  "too  important  to  be  held  in 
the  control  of  private  individuals"  should  be  nationalized. 
Besides  banking  and  credit,  these  include  "power,  light, 
oil  and  natural  gas  and  our  God-given  natural  resources. 
I  believe  in  private  ownership  of  all  other  property. 

"One  of  the  chief  duties  of  this  government-owned  Cen- 
tral Bank  is  to  maintain  the  cost  of  living  on  an  even  keel 
and  the  repayment  of  dollar  debts  with  equal  value  dol- 
lars." Of  taxation,  he  believes  in  "the  broadening  of  the 
base"  and  that  it  should  be  "founded  upon  the  ownership 
of  wealth  and  the  capacity  to  pay."  He  believes  also  in 
"the  simplification  of  government,  and  the  further  lifting 
of  crushing  taxation  from  the  slender  revenues  of  the 
laboring  class." 

War  is  not  opposed  by  Father  Coughlin.  Plank  15 
reads :  "I  believe  that  in  the  event  of  a  war  for  the  defense 
of  our  nation  and  its  liberties,  there  shall  be  a  conscription 
of  wealth  as  well  as  a  conscription  of  men." 

The  final  paragraph  declares:  "I  believe  in  preferring 
the  sanctity  of  human  rights  to  the  sanctity  of  property 
rights.  I  believe  that  the  chief  concern  of  government 
shall  be  for  the  poor  because,  as  it  is  witnessed,  the  rich 
have  ample  means  of  their  own  to  care  for  themselves." 
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Thus  according  to  Father  Coughlin's  program  the  rich 
will  continue  to  have  the  wealth,  and  the  poor  will  have 
"social  justice."  Both  property  rights  and  human  rights 
have  "sanctity."  He  has  supported  sometimes  the  Repub- 
lican Party  and  sometimes  the  Democratic.  He  has  repeat- 
edly attacked  the  Soviet  Union,  and  the  Communist 
Party,  testifying  on  July  25,  1930,  before  the  Fish  Con- 
gressional Committee,  that  "proper  steps"  should  be  taken 
to  combat  Communism.  He  declared  on  November  23, 
1930: 

The  Catholic  Church  stands  four  square  behind  the  capi- 
talist, although  it  dares  condemn  the  abuses  which  have  grown 
around  him.  When  his  voice  is  silent  and  weak,  and  his  hands 
unclean,  we  will  confront  the  communist  and  socialist  in  his 
defense — and,  if  necessary,  die  in  defending  the  Constitution 
under  which  he  gained  his  wealth.  (Coughlin,  Rev.  Charles  E., 
By  the  Sweat  of  Thy  Brow,  p.  29.) 

Father  Coughlin  has  talked  a  great  deal,  and  much  more 
might  be  quoted,  particularly  on  his  attitude  toward  labor. 
He  has  advocated  the  right  to  organize,  yet  discouraged 
a  strike  of  automobile  workers  who  are  numerous  in  his 
own  city;  in  other  ways  he  has  given  support  in  one 
declaration  and  taken  it  away  in  another.  Enough  has  been 
quoted  to  show  this  quality  of  simultaneous  attack  and 
defense  which  wins  followers,  and  yet  counteracts  any  fun- 
damental danger  to  the  status  quo.  His  radio  audience  has 
been  large,  variously  estimated  as  from  10,000,000  to  60,- 
000,000,  and  many  workers  have  listened  and  many  have 
enrolled  in  the  membership  of  the  Union.  He  has  voiced 
their  discontent,  and  they  are  attracted  and  influenced  by 
the  drama  of  radio  sermons  by  a  priest  in  politics. 
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Though  the  impression  prevails  that  Father  Coughlin 
speaks  as  an  individual,  his  statements  actually  bring  into 
the  American  scene,  for  an  audience  much  larger  than  the 
parishes  of  the  Roman  Church,  the  ideas  embodied  author- 
itatively in  the  Encyclical  Letter  of  Pope  Pius  XI,  ad- 
dressed in  1930  to  the  Roman  Church  in  commemoration 
of  the  fortieth  anniversary  of  the  famous  Encyclical  of 
Leo  XIII. 

"You  are  aware,  Venerable  Brethren  and  Beloved  Chil- 
dren," wrote  Pope  Pius  XI, 

how  strenuously  Our  Predecessor  of  happy  memory  defended 
the  right  of  property  against  the  teachings  of  the  Socialists  of 
His  time,  showing  that  the  abolition  of  private  ownership 
would  prove  to  be  not  beneficial,  but  grievously  harmful  to 
the  working  classes.  Yet,  since  there  are  some  who  falsely  and 
unjustly  accuse  the  Supreme  Pontiff  and  the  Church  as  up- 
holding, both  then  and  now,  the  wealthier  classes  against  the 
proletariat,  and  since  controversy  has  arisen  among  Catholics 
as  to  the  true  sense  of  Pope  Leo's  teaching,  We  have  thought 
it  well  to  defend  from  calumny  the  Leonine  doctrine  in  this 
matter,  which  is  also  the  Catholic  doctrine,  and  to  safeguard 
it  against  false  interpretations.  (Encyclical  Letter  of  His  Holi- 
ness Pius  XI,  Forty  Years  After,  p.  15.) 

No  one  questions,  the  Encyclical  explains,  the  twofold 
character  of  ownership,  which  is  individual  by  a  natural 
right,  but  social  in  that  the  individual  is  obliged  to  use  it 
for  the  social  good  and  with  due  regard  for  the  possessions 
of  others.  Nevertheless  the  power  of  the  state  must  be 
exerted  in  order  that  private  ownership  may  conform  to 
the  public  good.  Though  the  state  has  no  right  to  impose 
crushing  taxes  upon  individuals,  nevertheless  superfluous 
income  must  be  used  in  accordance  with  social  obligations. 
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Neither  labor  nor  capital  may  make  unjust  claims.  Both 
must  recognize  "that  the  division  of  goods  which  is  effected 
by  private  ownership  is  ordained  by  nature  itself  and  has 
for  its  purpose  that  created  things  may  minister  to  man's 
needs  in  orderly  and  stable  fashion."  (Ibid.,  p.  20.)  For 
this  reason,  wealth  which  has  been  increased  by  social  and 
economic  progress  "must  be  so  distributed  amongst  the 
various  individuals  and  classes  of  society  that  the  common 
good  of  all,  of  which  Leo  XIII  spoke,  be  thereby  pro- 
moted." (I bid.,  p.  20.)  Workers  must  be  lifted  out  of 
poverty  to  a  share  in  ownership.  To  this  end  a  just  wage 
must  be  paid,  and  it  must  be  sufficient  to  support  the  work- 
ingman  and  his  family.  If,  however,  the  business  is  unable 
to  pay  such  a  wage,  this  fact  must  be  considered  in  deter- 
mining wage  rates. 

Pius  XI  recognizes,  as  did  Leo  XIII,  that  the  social 
order  must  be  reformed.  But  here  "it  is  principally  the 
state  We  have  in  mind."  The  state  must  bring  it  about  that 
conflict  will  be  abolished  between  classes  with  divergent 
interests.  They  must  be  organized  in  "vocational  groups," 
thus  eliminating  the  division  of  the  labor  market  into  two 
classes,  capital  and  labor,  and  organizing  them  "not  accord- 
ing to  the  position  they  occupy  in  the  labor  market,  but 
according  to  the  diverse  functions  which  they  exercise  in 
society."  (Ibid.,  p.  27.) 

Here,  almost  exactly,  is  set  forth  the  basic  idea  of  the 
corporative  state  of  Italian  Fascism,  and  the  idea  is  further 
elaborated.  "Within  recent  times,"  says  the  Encyclical, 
"as  all  are  aware,  a  special  syndical  and  corporative  organi- 
zation has  been  inaugurated  which,  in  view  of  the  subject 
of  the  present  Encyclical,  demands  of  Us  some  mention 
and  opportune  comment."  (Ibid.,  pp.  29-30.)  There  fol- 
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lows  a  description  of  the  grant  by  the  state  of  legal  recog- 
nition to  this  syndicate  or  union,  which  is  composed  of 
representatives  of  the  unions  of  workingmen  and  em- 
ployers of  the  same  trade,  and  which  forbids  strikes  and 
lockouts,  settling  them  by  "peaceful  collaboration  of  the 
classes,  repression  of  Socialist  organizations  and  efforts." 

It  is  obvious  to  all  that  the  entire  economic  scene  has 
greatly  changed.  Not  only  has  wealth  been  accumulated, 
but 

immense  power  and  despotic  economic  domination  is  concen- 
trated in  the  hands  of  a  few.  .  .  . 

This  power  becomes  particularly  irresistible  when  exercised 
by  those  who,  because  they  hold  and  control  money,  are  able 
also  to  govern  credit  and  determine  its  allotment,  for  that 
reason  supplying,  so  to  speak,  the  life-blood  to  the  entire  eco- 
nomic body,  and  grasping,  as  it  were,  in  their  hands  the  very 
soul  of  production.  (Ibid,.y  p.  32.) 

This  has  resulted  in  a  struggle  for  dictatorship  in  the 
economic  sphere  j  a  struggle  to  gain  control  of  the  state  5 
and  finally  the  clash  between  states. 

Along  with  these  changes,  Socialism  has  also  undergone 
change.  One  section 

has  degenerated  into  Communism.  Communism  teaches  and 
pursues  a  twofold  aim;  Merciless  class  warfare  and  complete 
abolition  of  private  ownership;  .  .  .  and  when  they  have 
attained  power  it  is  unbelievable,  indeed  it  seems  portentous, 
how  cruel  and  inhuman  they  show  themselves  to  be.  Evidence 
for  this  is  the  ghastly  destruction  and  ruin  with  which  they 
have  laid  waste  immense  tracts  of  Eastern  Europe  and  Asia, 
while  their  antagonism  and  open  hostility  to  Holy  Church  and 
to  God  Himself  are,  alas!  but  too  well  known  and  proved  by 
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their  deeds.  We  do  not  think  it  necessary  to  warn  upright  and 
faithful  children  of  the  Church  against  the  impious  and  nefa- 
rious character  of  Communism.  But  We  cannot  contemplate 
without  sorrow  the  heedlessness  of  those  who  seem  to  make 
light  of  these  imminent  dangers  and  with  stolid  indifference 
allow  the  propagation  far  and  wide  of  those  doctrines  which 
seek  by  violence  and  bloodshed  the  destruction  of  all  society. 
Even  more  severely  must  be  condemned  the  foolhardiness  of 
those  who  neglect  to  remove  or  modify  such  conditions  as 
exasperate  the  minds  of  the  people,  and  so  prepare  the  way 
for  the  overthrow  and  ruin  of  the  social  order.  (Ibid.,  pp. 
34-35-) 

Of  the  more  moderate  section  of  Socialism  the  Encycli- 
cal states  that  it,  too,  has  changed,  that,  "It  recedes  some- 
what from  class  war  and  the  extinction  of  ownership." 

Class  war,  provided  it  abstains  from  enmities  and  mutual 
hatred,  is  changing  gradually  to  an  honest  discussion  of  differ- 
ences, based  upon  the  desire  of  social  justice.  .  .  .  The  war 
declared  against  private  ownership  has  also  abated  more  and 
more.  .  .  .  Nowadays  it  is  not  really  the  possession  of  the 
means  of  production  which  is  attacked  but  that  type  of  social 
rulership,  which,  in  violation  of  all  justice,  has  been  seized  and 
usurped  by  the  owners  of  wealth.  This  rulership  in  fact 
belongs,  not  to  the  individual  owners,  but  to  the  state. 

If  these  changes  continue,  it  may  well  come  about  that 
gradually  the  tenets  of  mitigated  Socialism  will  no  longer  be 
different  from  the  program  of  those  who  seek  to  reform  human 
society  according  to  Christian  principles. 

For  it  is  rightly  contended  that  certain  forms  of  property 
must  be  reserved  to  the  state,  since  they  carry  with  them  an 
opportunity  of  domination  too  great  to  be  left  to  private  indi- 
viduals without  injury  to  the  community  at  large.  (Ibid.,  pp. 

35-36.) 
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But  when  this  happens,  it  is  pointed  out,  there  is  no 
reason  for  Christian  reformers  to  become  Socialists.  And 
therefore  it  is  asked: 

What  if,  in  questions  of  class  war  and  private  ownership, 
Socialism  were  to  become  so  mitigated  and  amended,  that 
nothing  reprehensible  could  any  longer  be  found  in  it?  Would 
it  by  that  very  fact  have  laid  aside  its  character  of  hostility  to 
the  Christian  religion?  (Ibid.,  p.  36.) 

And  the  answer  is  given  in  these  authoritative  terms: 

We  pronounce  as  follows:  whether  Socialism  be  considered 
as  a  doctrine,  or  as  a  historical  fact,  or  as  a  movement,  if  it 
really  remain  Socialism,  it  cannot  be  brought  into  harmony 
with  the  dogmas  of  the  Catholic  Church,  even  after  it  has 
yielded  to  truth  and  justice  in  the  points  We  have  mentioned; 
the  reason  being  that  it  conceives  human  society  in  a  way 
utterly  alien  to  Christian  truth.  (lbid.y  pp.  36-37.) 

Those  who  have  followed  in  the  United  States  the  ser- 
mons of  Father  Coughlin  over  the  radio  may  easily  recog- 
nize that  they  are  based  upon  the  Pope's  Encyclical.  They 
attack  Communism  and  the  Soviet  Union  j  the  money 
changers  and  the  bankers ;  they  call  for  regulation  by  the 
government  while  retaining  private  property  and  capital- 
ism. The  National  Union  for  Social  Justice,  Father  Cough- 
lin's  organization,  takes  the  term  "social  justice"  from  the 
Encyclical.  In  all  of  this  the  way  is  prepared  for  organiz- 
ing on  the  same  terms  those  outside  the  Catholic  Church 
who  desire  "social  justice"  and  Church  members  who  are 
ready  to  support  a  political  reform  program  based  upon  the 
maintenance  of  capitalism  and  private  ownership. 

The  new  definition  given  to  the  role  of  the  state,  in  ex- 
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planation  of  Pope  Leo  XIIFs  statements  on  private  prop- 
erty, is  indeed  indicative  of  the  rise  of  Fascism  in  coun- 
tries having  a  strong  representation  of  Catholicism.  The 
Church,  in  its  political  relationships,  here  brings  its  support 
to  the  corporative  state,  and  the  Detroit  priest  is  seen 
against  this  background  to  be  speaking  not  as  an  individual 
but  in  behalf  of  a  movement  which  can  be  understood  only 
by  observing  its  actual  development  in  European  coun- 
tries. The  corporative  state  of  Italy  and  the  totalitarian 
state  of  Germany  both  represent  the  development  of  dic- 
tatorships to  defend  capitalism  in  a  period  when  parlia- 
mentary government  threatens  to  become  unsafe  for  the 
present  economic  system  and  when  business  needs  the 
state's  help.  Unemployment  and  lowered  standards  of 
living  would  force  adverse  legislation  if  government  con- 
tinued to  represent  the  people's  interests.  The  repudiation 
of  parliamentary  government,  in  order  to  protect  the  eco- 
nomic system  against  change  in  a  period  of  crisis  and 
unusually  prolonged  depression,  while  at  the  same  time 
sustaining  the  debt-laden  productive  system  by  centralized 
authority,  is  the  essence  of  Fascism  and  Nazism. 

The  need  for  some  regulation  of  the  use  of  property  is 
granted  by  the  Pope  in  his  development  of  the  idea  of  the 
power  of  the  state  as  the  means  of  control  in  the  public 
welfare.  Obviously  this  is  only  a  reflection  of  the  economic 
development  which  necessitates  centralization  of  authority 
in  the  state  for  the  protection  of  the  system  of  private 
property.  When  this  new  organization  of  the  state  is  put 
forward  in  the  Encyclical  as  the  means  of  eliminating  con- 
flict between  classes,  the  principles  are  clearly  taken  from 
the  organization  of  Fascism.  The  working  class  is  not  to 
be  united.  Rather  it  is  to  be  divided,  and  each  division  is 
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to  be  united  with  its  employers.  The  form  of  organization 
is  a  vocational  group  which  includes  for  each  industry  and 
vocation  both  the  employers'  organization  and  the  workers' 
trade  union.  This  certainly  does  not  eliminate  the  causes 
of  class  conflict.  What  it  does  is  to  suppress  the  workers' 
struggle  by  dividing  it  and  by  bringing  its  various  indus- 
trial and  occupational  units  into  relation  with  their  respec- 
tive employers  in  joint  subordination  to  the  state,  which 
accepts  as  God-given  the  employers'  right  to  own  the 
means  of  production. 

Though  the  historical  conflict  between  Catholicism  and 
Socialism  is  here  brought  into  the  present  scene  in  the 
United  States,  it  is  nevertheless  a  fact  that  within  the 
churches,  both  Protestant  and  Catholic,  are  to  be  found 
individuals  and  even  organizations,  officially  sponsored, 
which  have  played  an  active  part  in  the  education  of  pub- 
lic opinion  on  the  issues  involved  in  strikes,  in  the  labor 
movement  generally,  and  in  social  legislation.  The  Cath- 
olic Church  has  held  conferences  on  industrial  relations. 
The  Federal  Council  of  the  Churches  of  Christ  in  Amer- 
ica, composed  of  Protestant  churches,  has  formulated  the 
"Social  Ideals  of  the  Churches."  Rabbis  and  Jewish 
groups  have  co-operated  with  Protestants  and  Catholics  in 
making  investigations  of  specific  situations  and  giving  pub- 
licity to  pronouncements  on  the  issues.  Religious  groups  in 
our  day  have  their  prophets,  and  some  have  been  stoned. 

The  humanitarian  and  ethical  teachings  of  these  re- 
ligious groups  are  by  no  means  without  influence,  espe- 
cially in  helping  the  middle  class  to  understand  the  signifi- 
cance of  social  conditions.  But  it  must  be  recorded  also  that 
in  its  attitude  toward  fundamental  economic  change  the 
church  tends  to  uphold  the  state  in  defense  of  the  existing 
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order.  Its  priests  may  mislead  the  people  to  support  oppos- 
ing interests  appearing  in  the  guise  of  movements  with 
religious  sanction. 

Advocates  of  fundamental  change  are  organized  in  the 
Socialist  Party  and  the  Communist  Party.  Neither  can 
compare  in  numerical  strength  even  with  the  support 
claimed  by  such  ephemeral  groups  as  the  followers  of 
Father  Coughlin  or  of  Dr.  Townsend.  Yet  the  bitterness 
of  attack  upon  both  Socialists  and  Communists,  but  par- 
ticularly Communists,  betokens  the  power  of  the  ideas 
which  they  advocate.  They  challenge  the  existing  order. 
They  demand  the  socialization  of  all  land  and  the  means 
of  production,  and  the  end  of  the  exploitation  of  man 
by  man. 

This  is  to  be  achieved,  according  to  Communist  theory, 
only  by  the  struggle  of  the  working  class,  which  must 
eventually  seize  power,  establish  a  workers'  government, 
and  inaugurate  Socialism.  The  immediate  issue,  however, 
in  the  view  even  of  the  Communist  Party,  is  not  whether 
Socialism  or  Communism  is  to  be  established.  The  imme- 
diate task  is  to  strengthen  the  labor  movement,  to  win  the 
widest  possible  support  from  the  people,  to  protect  civil 
liberties,  and  to  resist  Fascism  and  war. 

These  immediate  issues  are  challenging  doctrines,  and 
the  economic  situation  calls  for  action.  Yet  political  affairs 
do  not  arouse  the  enthusiasm  of  the  people  on  any  far- 
reaching  issues.  Why?  Is  it  perhaps  true  that  in  the  strug- 
gle for  human  rights  against  monopoly,  which  has  inspired 
political  action  since  the  corporations  became  prominent, 
the  people  have  become  disillusioned  with  both  major 
political  parties?  In  fact,  the  party  system  is  so  organized 
that  the  people's  choices  are  strictly  limited  by  party  con- 


THE      PEOPLE      IN      POLITICS  269 

trols.  Nor  does  the  process  permit  representation  of 
minorities  in  the  legislatures. 

Perhaps  the  reason  for  political  indifference  goes 
deeper.  The  people  may  sense  the  fact  that  the  scene  of 
action  is  not  in  Washington  or  the  state  capital,  but  in 
mine  and  factory  and  on  the  farm.  There  the  struggle  cen- 
ters for  security,  for  a  decent  living,  and  for  the  attain- 
ment of  a  democratic  status  for  the  workers.  The  trade 
union  or  the  farmers'  organization  is  its  instrument.  At 
present  the  trade  unions  have  to  struggle  for  the  very  right 
to  exist.  Corporation  policy  denies  it  to  them. 

The  people  have  an  important  political  task  before 
them.  While  the  trade  unions  struggle  to  establish  some 
measure  of  industrial  democracy,  the  interests  opposing 
them  will  use  political  action  to  destroy  political  democ- 
racy. The  effort  begins  in  attacks  upon  radical  movements 
and  their  right  of  free  speech  and  free  assembly,  with  the 
object,  however,  of  denying  these  rights  to  all  workers' 
organizations. 

The  issue  is  not  at  the  moment  between  democracy  and 
Communism.  It  lies  rather  between  Fascism  and  democ- 
racy. The  source  of  power  for  political  action  by  the  people 
today,  in  defense  of  the  as  yet  unfulfilled  democratic  ideal 
of  government,  must  be  found  in  a  labor  movement 
strengthened  by  its  own  struggle  for  democracy  in  in- 
dustry. 


XII.    SOCIAL    WORK 

THE  new  system  of  capitalism  ushered  in  by  the  indus- 
trial revolution,  though  it  appeared  to  free  the  individual 
to  reap  the  rewards  of  his  labor,  actually  destroyed  the  old 
feudal  basis  of  security,  substituting  no  consistent  guarantee 
for  it.  In  course  of  time,  it  gave  rise  to  the  need  for  public 
and  private  relief  through  charity  and  almsgiving  in  new 
forms  and  under  new  names,  but  on  a  scale  not  contem- 
plated either  in  the  free  cities  of  the  Middle  Ages  or  on 
the  feudal  estates  of  the  eighteenth  century.  Feudalism 
tied  its  serfs  to  the  soil,  but  at  least  it  provided  the  soil  for 
the  serf  to  work  upon.  Capitalism  set  workers  free  to  mi- 
grate from  country  to  city  and  to  cross  the  seas  in  search 
of  jobs.  But  it  gave  them  no  guarantee  of  permanence  in 
their  jobs.  In  course  of  time,  rates  of  pay  were  established 
by  the  hour,  and  only  in  isolated  instances  did  an  indus- 
trial worker  have  the  assurance  one  day  that  the  job 
would  continue  the  next. 

The  hazards  to  security  were  many.  Seasonal  demand 
for  goods  or  services  would  reduce  the  labor  force  during 
certain  periods  in  the  year.  Illness  or  industrial  accident 
might  overtake  the  worker;  and  when  he  stopped  work, 
his  wages  would  stop.  The  death  of  the  breadwinner  would 
leave  his  family  living  in  rented  rooms  in  a  city  where 
they  had  no  access  to  land  for  growing  their  food,  and  a 
week  without  income  might  leave  them  destitute,  since 
wages  were  always  insufficient  to  provide  for  the  future. 
Moreover,  recurrent  industrial  depressions,  which  have 
appeared  to  be  as  inevitable  as  the  course  of  the  seasons, 
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have  caused  mass  unemployment  which  not  only  affects  the 
individual  workman  but  leaves  him  without  the  sustaining 
help  of  relatives  and  friends  in  the  working  class. 

The  community  has  had  to  come  to  the  rescue.  The 
heritage  of  the  Poor  Laws  of  England  was  transferred 
with  the  colonists  to  the  New  World,  and  in  the  history  of 
American  charities  the  English  influence  has  been  strong. 
But  private  charity  has  been  more  characteristic  of  the 
United  States  than  a  permanent  policy  of  public  relief. 

When  Horace  Greeley  wrote  his  observations  of  poverty 
and  destitution  in  the  depression  of  1837,  he  revealed  a 
situation  desperate  for  unemployed  workers  living  in 
rooms  not  fit  for  human  habitation  and  subsisting  on  the 
meager  earnings  of  those  who  continued  to  be  employed, 
but  at  so  low  a  rate  of  pay  as  to  be  continually  near  starva- 
tion j  while  at  the  same  time  no  adequate  system  of  private 
charity  or  public  relief  was  available.  Shortly  after  that, 
in  1843,  *ne  New  York  Association  for  Improving  the 
Condition  of  the  Poor  opened  its  doors.  It  still  continues, 
nearly  a  hundred  years  later.  Its  work  has  expanded, 
despite  the  progress  of  technical  invention  and  productive 
capacity  within  the  nation  during  those  years,  and  its  name 
is  still  the  same. 

But  relief  and  almsgiving  as  permanent  features  of  com- 
munity life  have  not  been  congenial  ideas  for  the  American 
people,  least  of  all  for  the  recipients.  Faith  in  the  resources 
of  the  country  has  supported  the  impression  that  distress 
is  due  either  to  individual  shortcomings  or  to  a  temporary 
recession  of  business  which  will  soon  give  place  to  pros- 
perity. Moreover,  the  whole  tradition  of  liberal  thought 
which  characterized  the  attitude  of  the  more  prosperous 
group — the  American  prototype  of  the  European  bour- 
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geoisie — was  averse  to  admitting  the  existence  of  the  con- 
tradictions between  democratic  equality  and  the  poverty 
of  large  masses  of  people.  The  American  people  have  pre- 
ferred to  believe  that  poverty  was  temporary. 

Relief-giving  has  been  on  a  large  scale,  but  never  large 
enough  to  cover  the  need  in  times  of  crisis.  Extreme  dis- 
tress has  been  prevented  only  because  the  working  class  as 
a  whole  has  carried  the  load  of  its  unemployed  members. 
It  has  been  true  also  that  with  the  expansion  of  American 
industry  constantly  drawing  not  only  on  the  native  popula- 
tion but  on  labor  forces  from  Europe  there  has  developed, 
particularly  in  frontier  areas,  a  population  with  a  pre- 
dominance of  young,  active  workers.  Though  workers  were 
poor  to  the  point  of  destitution,  they  were  still  workers 
moved  by  the  energies  which  have  given  such  strength 
to  the  labor  force  in  the  United  States. 

In  proportion  to  the  self-reliance  of  the  masses  of 
workers  in  America,  the  aid  extended  to  them  through 
private  or  public  relief  has  Leen  meager  and  almost  acci- 
dental. Broadly  it  has  been  characteristic  of  social  work  that 
it  has  taken  forms  other  than  relief,  and  has  sought  to 
understand  the  causes  of  poverty  rather  than  perpetually 
relieving  the  poor.  Though  the  New  York  Association  for 
Improving  the  Condition  of  the  Poor  still  retains  its  name, 
changes  have  occurred  in  the  names  of  many  social  agen- 
cies. "Charity  Organization"  has  become  "Family  Wel- 
fare." The  New  York  School  of  Philanthropy  is  now  the 
New  York  School  of  Social  Work.  The  National  Confer- 
ence of  Charities  and  Correction  became  the  National 
Conference  of  Social  Work;  and  the  professional  organiza- 
tion took  the  title,  American  Association  of  Social 
Workers. 
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The  change  in  name  has  signified  a  change  in  concept 
and  function.  While  not  ignoring  the  material  deprivations, 
social  workers  in  what  has  been  known  as  "case  work" 
have  regarded  themselves  as  social  doctors,  studying  the 
needs  of  the  individual  as  the  doctor  would  diagnose  an 
illness,  and  seeking  to  find  the  remedy  either  within  the 
individual  or  by  enabling  him  to  change  his  surroundings 
or  his  mode  of  life.  One  of  the  leaders  in  case  work,  Mary 
E.  Richmond,  has  given  expression  to  this  concept  in  a 
monumental  book,  Social  Diagnosis,  which  has  become  an 
indispensable  guide  for  those  engaged  in  the  task  of  "re- 
habilitating" individuals  and  families.  Nor  has  the  rela- 
tion to  the  medical  profession  been  merely  one  of  analogy. 
The  social  worker  has  sought  close  contact  with  resources 
for  medical  treatment.  The  development  of  psychiatry  has 
influenced  the  case  worker  profoundly,  leading  to  the  idea 
that  the  central  problem  for  the  social  worker  is  to  find 
the  resources  within  the  individual  for  solving  his  prob- 
lem. 

At  the  same  time  there  have  developed  activities  more 
or  less  directly  comprehended  under  the  term  "social 
work"  which  have  had  nothing  to  do  with  the  relief  or 
adjustment  of  individuals.  Indeed  the  program  of  social 
work  has  been  formulated  as  fourfold:  treatment  of  indi- 
viduals and  families  j  group  work,  including  clubs  and 
classes  and  recreational  facilities  in  neighborhood  houses 
or  social  settlements,  the  playground  movement  for  chil- 
dren, and  other  branches  of  a  recreational  and  educational 
program  outside  established  educational  institutions  j  mass 
movements  for  reform,  such  as  support  of  child-labor  legis- 
lation and  other  laws  for  the  protection  of  workers  from 
adverse  conditions  of  employment,  as  well  as  support  of 
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housing  reform  and  organized  provision  for  public  health  j 
and,  as  the  fourth  branch,  social  research  directed  toward 
the  problems  arising  in  the  first  three  branches  of  the  pro- 
gram of  social  service.  If  concrete  evidence  of  the  kind  of 
agencies  included  in  these  classifications  be  desired,  it  may 
be  found  in  the  Social  Work  Yew  Book,  of  which  three 
issues  have  been  published  by  the  Russell  Sage  Founda- 
tion. Evidence  of  the  relationship  of  social  work  to  the 
social  sciences  may  be  seen  in  the  participation  of  the 
American  Association  of  Social  Workers  among  the  co- 
operating organizations  in  the  publication  of  the  Encyclo- 
paedia of  the  Social  Sciences. 

If  these  developments  are  compared  with  European 
social  work,  as  they  have  been  in  the  meetings  of  the  In- 
ternational Conference  of  Social  Work,  it  will  be  found 
that  the  American  movement  which  is  not  political  has 
concerned  itself  with  what  the  Germans  call  "social 
policy"  (Sozialpolitik)  to  a  degree  unknown  in  social 
work  as  such  in  Germany,  for  example.  There  social 
policy  has  been  embodied  in  the  political  movement  prac- 
tically identical  with  the  Social  Democratic  Party,  which 
has  now  been  destroyed  by  the  Hitler  regime.  This  party 
was  responsible  for  what  might  be  called  the  mass  move- 
ment for  reform  which  led  Bismarck  to  accept  a  program 
of  social  insurance  as  a  means  of  counteracting  the  party's 
growth.  It  has  translated  into  governmental  programs 
some  of  the  problems  of  interest  to  American  social 
workers,  and  has  gone  far  beyond  American  achievements 
— for  example,  in  the  housing  of  the  working  class  and  in 
the  social  insurance  of  Germany  and  other  European  na- 
tions. This  is  quite  a  separate  movement  from  the  treat- 
ment of  individuals  and  families. 
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Though  social  work  in  America  has  closer  resemblance 
to  British  social  service,  a  situation  somewhat  similar  to 
the  comparison  with  Germany  is  evident,  in  that  social 
legislation  and  social  reform  in  Great  Britain  have  had 
their  impetus  from  the  Fabian  Society,  the  Labour  Party, 
and,  broadly,  the  social  reform  movement  of  the  nine- 
teenth century.  In  Great  Britain  also  political  programs 
have  included  the  development  of  legislation  for  social 
insurance  to  deal  with  the  basic  problems  of  insecurity. 

In  the  United  States,  an  incredible  optimism  based  upon 
the  expanding  resources  of  a  new  country,  together  with 
tremendous  opposition  of  the  Empire  Builders  to  govern- 
mental obligations  for  social  welfare,  have  resulted  in 
failure  to  promote  adequate  housing,  to  establish  social 
insurance  or  to  enact  comprehensive  and  effective  labor 
legislation. 

British  influence  was  clearly  apparent  during  the  last 
decade  of  the  nineteenth  century,  in  the  development  in 
the  United  States  of  the  social  settlement  movement, 
which  had  its  origin  in  the  impulse  of  university  groups 
to  establish  with  industrial  workers  the  friendly  relation 
of  neighbors  by  living  in  working-class  neighborhoods  and 
developing  in  neighborhood  houses  recreational  activities 
for  the  neighbors  and  opportunities  for  education.  These 
settlement  houses  have  frequently  been  experiment  stations 
for  activities  which  afterward  became  part  of  the  public 
school  system  or  public  health  service.  For  instance,  the 
school  visitor  and  the  school  nurse  both  owe  something 
to  the  settlement  movement  in  winning  public  support  for 
incorporating  their  work  into  the  public  systems.  More- 
over, living  as  neighbors  in  working-class  neighborhoods, 
these  groups  became  conscious  of  the  necessity  for  better 
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standards  of  housing,  more  adequate  provisions  for  school- 
ing, elimination  of  child  labor  and  other  accompaniments 
of  poverty.  The  settlements  have  shared  with  their  neigh- 
bors in  efforts  to  get  these  things  changed.  The  story,  by 
a  leading  settlement  worker,  Robert  A.  Woods,  of  South 
End  House,  Boston,  may  be  read  in  a  book  bearing  the 
significant  title,  The  Settlement  Horizon. 

Recurrent  industrial  depressions  have  laid  heavy  bur- 
dens upon  all  branches  of  social  work,  and  these  have  led 
to  two  outstanding  developments:  (i)  the  expansion  of 
governmental  organization  for  relief  j  (2)  the  building  up 
of  centralized  agencies,  known  as  community  chests,  for 
financing  private  social  agencies.  The  program  of  private 
social  work  has  come  under  control  of  representatives  of 
givers  acting  on  the  budget  committees  of  community 
chests.  A  single  campaign  in  the  course  of  the  year  is  made 
for  funds,  and  the  appeal  to  the  people  is  for  support  of 
such  activities  on  which  givers  may  unite.  The  possessor 
establishes  control,  and  organizations  which  have  made  a 
minority  appeal  for  support  of  what  might  be  called  social 
policy  or  labor  legislation  have  sometimes  been  denied  a 
share  in  community  chests  whose  leaders  would  disagree 
with  the  social  policy  thus  put  forward.  Governmental 
programs  of  relief,  to  the  extent  that  the  possessor  in- 
fluences government,  particularly  in  its  taxation  programs, 
have  also  tended  to  be  dominated  by  the  controlling  in- 
terests of  the  economic  system. 

Social  work  in  America  was  slow  in  coming  to  grips 
with  the  great  question  of  unemployment.  For  a  long  time 
the  tendency  was  to  focus  attention  not  upon  unemploy- 
ment, but  upon  the  unemployed.  The  public  generally 
believed,  or  wished  to  believe,  that  every  diligent  worker 
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could  find  a  job  and,  if  thrifty  enough,  could  save  money 
to  provide  for  a  rainy  day — for  old  age,  for  sickness  or 
adversity,  or  for  the  unemployment  due  to  seasonal 
fluctuations.  Unemployment  came  only  gradually  to  be 
recognized  even  by  social  workers  as  a  social  problem  to 
be  dealt  with  by  the  whole  nation. 

The  first  national  conference  on  unemployment  was 
called  by  the  American  Association  for  Labor  Legislation 
in  1914,  when  a  program  for  social  insurance  was  put  for- 
ward. This  was  one  of  the  agencies  which,  though  not 
recognized  as  part  of  social  work  in  a  narrow  sense,  would 
be  broadly  representative  of  the  organized  non-political, 
in  the  sense  of  non-partisan,  movements  related  to  the 
American  social  work  program.  This  organization  had  its 
origin  in  the  old  International  Association  for  Labor 
Legislation,  which  had  much  to  do  with  the  incorporation 
of  provision  for  the  International  Labor  Organization  in 
the  Versailles  Treaty  of  1919. 

The  first  governmental  conference  on  unemployment  on 
a  national  scale  was  the  President's  Conference  on  Unem- 
ployment in  1921,  under  the  chairmanship  of  Herbert 
Hoover,  then  Secretary  of  Commerce.  Only  a  very  small 
group  of  social  workers  were  included  in  it.  Its  purpose 
and  its  conclusion  rested  upon  the  concept  that  unemploy- 
ment was  a  problem  for  business  men.  Except  to  the  ex- 
tent that  this  Conference  had  moved  far  from  the  position 
that  unemployment  was  a  problem  for  the  unemployed 
and  to  be  dealt  with  by  individual  relief,  it  appeared  to 
make  no  long  stride  toward  a  social  concept.  Its  program, 
however,  included  a  vigorous  declaration  that  relief  was 
a  task  for  each  locality  and  not  the  obligation  of  the  fed- 
eral government.  Hence  its  net  result  was  to  free  industry 


278  CREATIVE     AMERICA 

from  the  obligations  for  the  unemployed  which  federal 
legislation  might  have  imposed  through  taxation,  and  to 
limit  the  obligations  of  the  owners  of  production  to  "en- 
larged judgment  in  the  business  man,"  whereby  undue 
expansion  toward  booms  might  be  prevented.  Even  the 
Committee  on  Unemployment  and  Business  Cycles,  which 
followed  the  Conference,  dismissed  social  insurance  with 
advice  to  employers  to  study  the  possibility  of  building  up 
reserves  to  take  care  of  workers  in  times  of  unemployment. 
But  this  was  to  be  voluntary,  and  not  an  obligation  im- 
posed by  law. 

Meanwhile  individual  social  workers  have  not  failed  to 
recognize  the  deeper  implications  of  recurrent  economic 
crises,  nor  have  they  been  indifferent  to  the  struggles  of 
the  workers  in  their  organized  action.  Until  1935,  for 
more  than  twenty  years  the  National  Conference  of  Social 
Work  had  a  division  devoted  entirely  to  industrial  and 
economic  problems,  and  to  that  platform  were  invited 
speakers  from  the  trade  unions  as  well  as  social  workers 
who  could  speak  on  many  phases  of  the  problems  of  unem- 
ployment, social  insurance,  labor  legislation,  and  the  status 
and  activities  of  trade  unions.  In  1912  a  Committee  on 
Standards  of  Living  and  Labor,  at  the  meeting  of  the 
National  Conference  in  Cleveland,  supported  an  economic 
program  consisting  largely  of  proposals  for  labor  legisla- 
tion. It  called  for  minimum  wage,  legislation  for  women 
in  industry,  reduction  of  hours  of  work  to  eight  in  a  day, 
with  special  reference  to  the  iron  and  steel  industry,  with 
its  continuous  processes  and  its  twelve-hour  day;  elimina- 
tion of  night  work  for  women;  a  six-day  week,  having 
again  reference  to  the  steel  industry;  and  social  insurance 
in  the  form  of  old  age  pensions,  unemployment  insurance 
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and  the  extension  of  workmen's  compensation  laws.  In 
that  same  year  this  program  was  incorporated,  word  for 
word,  in  the  platform  of  the  Progressive  Party  led  by 
Theodore  Roosevelt,  thus  demonstrating  the  possible  in- 
fluence of  social  work  upon  social  policy  in  the  United 
States. 

The  Progressives  did  not  win  the  election.  Even  the 
mild  proposals  for  labor  legislation  included  in  their  plat- 
form failed  for  the  most  part  of  enactment  into  law. 
Twelve  years  later,  in  1924,  the  National  Conference  of 
Social  Work  met  in  Toronto.  The  committee  which  organ- 
ized the  program  for  the  industrial  division  examined  the 
reasons  for  failure  to  fulfil  the  program  of  twelve  years 
earlier,  and  came  to  the  conclusion  that 

only  new  and  more  democratic  sources  of  power  can  achieve 
what  we  would  see  done.  No  program  of  measures  can  any 
longer  be  considered  by  itself.  It  can  be  considered  only  as  the 
objective  of  new  alignments  and  new  relationships  based  on 
the  growing  power  of  labor,  which  alone  is  capable  of  furnish- 
ing the  dynamics  for  an  industrial  democracy.  (National  Con- 
ference of  Social  Work,  Proceedings,  1924,  p.  378.) 

Did  this  imply  that  social  work  had  nothing  to  do  with 
an  industrial  program  which  could  be  achieved  only  by 
labor?  The  committee  declared  also: 

There  are  two  ways  in  which  a  closer  relationship  can  be 
cultivated  between  social  work  and  the  forces  of  labor.  One 
is  by  participation  in  the  struggles  of  the  producing  classes  by 
joint  activity.  The  other  is  by  developing  a  clearer  conception 
of  the  larger  function  of  social  work.  That  conception  cannot 
be  developed  without  quite  different  professional  spirit  in  the 
organization  of  social  workers  today.  (Ibid.,  p.  376.) 
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Thus  there  is  a  distinction  of  growing  importance  be- 
tween the  program  of  social  work  and  the  organization  of 
social  workers.  In  origin  the  social  services  represent  the 
good  will  of  possessors  toward  the  dispossessed.  As  the 
program  has  expanded  to  meet  widespread  need  and  grow- 
ing insecurity,  large  numbers  of  social  workers  have  been 
employed  in  it.  At  the  same  time,  pressure  for  funds  has 
centralized  budget-making  and  financial  control,  and  this 
development  has  increasingly  placed  social  workers  in  a 
position  of  hired  hands  whose  salaries  and  conditions  of 
employment  are  determined  by  the  same  process  of  de- 
cision at  the  top  which  characterizes  many  business  enter- 
prises. 

Movements  have  developed  to  protect  the  interests  of 
social  workers  in  this  situation.  The  American  Association 
of  Social  Workers  has  sought  to  gain  public  recognition 
of  the  importance  of  training  for  the  tasks  of  social  work. 
Its  membership  requirements  demand  the  training  pro- 
vided by  schools  of  social  work,  and  its  influence  has  been 
directed  toward  securing  from  government  and  from  the 
administration  of  private  agencies  recognition  of  the  neces- 
sity for  these  standards  in  filling  positions. 

Another  such  movement  is,  at  certain  points,  in  direct 
opposition  to  this  development  of  what  might  be  called 
the  exclusive  craft  spirit  in  the  profession  of  social  work. 
In  the  crisis  of  the  early  '308  the  federal  government, 
states  and  municipalities  were  forced  finally  to  assume  re- 
sponsibility for  relief-giving  on  an  unprecedented  scale. 
Not  enough  social  workers  had  been  trained  in  the  schools 
to  fill  the  new  positions  involved  in  this  expansion.  The 
mass  character  of  it  had  changed  the  character  of  the  task 
from  that  of  the  professional  social  worker,  trained  in  the 
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methods  of  social  diagnosis  and  treatment  comprehended 
in  case  work,  to  routine  giving  of  relief  under  rules  and 
regulations  prescribed  by  the  political  administration,  em- 
barrassed by  the  enormous  task  of  caring  for  millions  of 
unemployed  and  their  families. 

In  a  sense  the  trained  social  worker  experienced  just 
what  the  industrial  worker  experiences  when  a  new 
machine  reduces  a  craft  to  a  routine  job.  The  new  type 
of  social  worker  was  often  an  unemployed  recruit  from 
another  vocation.  The  insecurity  of  past  unemployment, 
combined  with  uncertainties  in  the  relief  program  of  the 
present,  led  these  social  workers  increasingly  to  feel  an 
identity  with  their  clients.  A  rank-and-file  movement  re- 
sulted which  developed  a  program  of  economic  protection 
for  individual  social  workers,  based  upon  the  policy  of 
making  common  cause  with  the  labor  movement  in  what 
had  been  called  in  1924  the  task  of  "furnishing  the 
dynamics  for  an  industrial  democracy."  Their  ranks  were 
reinforced  by  the  group  who  had  organized  earlier  within 
the  American  Association  of  Social  Workers  as  "prac- 
titioners," distinguishing  themselves  from  supervisors  and 
upper  executives. 

The  divergence  in  thinking  between  these  two  move- 
ments is  based  in  part  on  a  difference  in  concept  of  social 
work  and  its  relation  to  the  public  and  to  government. 
The  older  belongs  in  the  main  to  the  liberal  tradition. 
"The  public"  is  a  convenient  concept  cherished  by  that 
liberal  movement  which  has  paralleled  the  growth  of 
capitalism  in  the  nineteenth  century.  Individuals  imbued 
with  democratic  and  social  ideals  have  from  time  to  time 
faced  the  iniquitous  conditions  of  industry.  The  Blue 
Books  of  the  British  Parliament  and  official  reports  of  gov- 
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ernment  commissions  in  the  United  States  have  given 
ample  evidence  of  the  exploitation  of  women  and  chil- 
dren in  industry,  the  intolerable  working  conditions,  the 
long  hours,  and  the  destitution  caused  by  low  wages  and 
unemployment. 

Shocked  by  these  revelations,  the  liberals  and  social  re- 
formers have  put  their  faith  in  the  education  of  "public 
opinion"  as  the  source  of  power  for  reform.  These  idealists, 
often  active  in  social  work  and  related  directly  neither  to 
capital  nor  to  labor,  have  been  the  builders  of  organized 
movements  directed  either  toward  legislation  or  volun- 
tary action.  They  have  worked  on  the  assumption  that  the 
community  was  imbued  with  a  social  conscience  and  that 
the  force  of  public  opinion  could  somehow  be  made  effec- 
tive and  could  unify  the  conflicts  between  labor  and  cap- 
ital. In  accordance  with  this  assumption,  government  was 
regarded  as  the  expression  of  a  general  and  inclusive 
public  interest.  Something  of  this  kind  was  perhaps  in 
mind  when  the  term  "the  general  welfare"  was  used  in 
the  Constitution  to  define  the  scope  of  the  powers  of  Con- 
gress. 

Such  a  theory  of  unification  between  opposing  interests 
was  congenial  to  social  workers,  and  they  began  to  think 
of  themselves  as  possessing  a  technique  of  influencing  and 
leading  public  opinion,  which  freed  them  from  all  obliga- 
tion to  concern  themselves  with  underlying  economic 
problems.  In  a  personal  letter  a  social  worker  wrote  to 
one  who  was  in  sympathy  with  the  "rank-and-file  move- 
ment" and  its  alliance  with  labor  that  he  could  not  see 
that  social  work  had  anything  to  do  with  economic  organi- 
zation. It  is  the  community  which  must  make  up  its  mind 
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what  kind  of  economic  system  it  wants.  It  is  for  the  social 
workers  to  help  the  community  to  get  what  it  wants. 

From  one  point  of  view,  this  is  a  tenable  position.  It  is 
justifiable  for  social  workers  to  say  that  they  are  not  serv- 
ants of  the  economic  system,  to  be  called  upon  to  save  the 
wreckage  due  to  the  failures  of  business.  They  prefer  to 
assume  that  when  the  economic  system  is  working  properly 
the  tasks  of  social  workers  relate  to  those  matters  arising 
out  of  individual  maladjustments  in  needs  and  circum- 
stances. 

Though  it  is  legitimate  for  social  workers  to  turn  back 
upon  industry  its  responsibilities  for  at  least  a  minimum 
standard  of  living,  and  though  it  is  evident  that  social 
work  has  a  contribution  to  make  of  a  non-controversial 
character  in  community  organization  and  group  move- 
ments for  recreation  and  the  like,  nevertheless  it  is  quite 
unrealistic  to  disclaim  concern  with  the  form  of  the  eco- 
nomic system  and  its  results.  The  fact  is  that  the  crisis  of 
the  '303  has  laid  upon  social  work  an  enormous  burden 
of  relief  for  mass  unemployment,  to  which  public  and 
private  agencies  have  been  wholly  unequal  j  while  at  the 
same  time  private  funds  for  activities  in  branches  of  social 
work  other  than  relief  have  tended  to  diminish.  Social 
workers  cannot  escape  the  maladjustments  of  economic  de- 
pression. 

For  several  years  a  group  of  social  workers  had  sought 
to  promote  the  taking  over  of  responsibilities  for  relief  by 
government.  To  them  the  crisis  of  the  '303  seemed  to  offer 
an  opportunity  to  fulfil  these  aims,  and  for  a  time  they 
believed  that  the  governmental  program  finally  under- 
taken was  a  step  in  advance  in  social  policy.  But  both  in 
efforts  to  secure  a  governmental  program  and  in  recurrent 
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disappointments  in  its  fulfilment  they  have  been  brought 
face  to  face,  as  by  the  crisis  itself,  with  fundamental  eco- 
nomic facts. 

They  came  to  realize,  among  other  things,  how  strong 
was  the  influence  of  organized  business  upon  government. 
The  outstanding  evidence  of  this  was  in  the  program 
elaborated  in  December,  1934,  by  the  National  Industrial 
Conference  Board  and  the  National  Association  of  Manu- 
facturers, meeting  at  White  Sulphur  Springs.  They  called 
upon  the  federal  government  to  quit  the  business  of  relief. 
They  declared  that  unemployment  insurance  would  not 
help  the  present  unemployed  and  that  therefore  there  was 
no  hurry  about  it;  American  business  could  take  time  to 
study  the  possibility  of  building  up  the  necessary  unem- 
ployment reserves;  and  that  such  assistance  as  was  neces- 
sary should  be  extended  in  the  form  of  work  on  public 
projects,  which  must  be  paid  for,  however,  at  a  lower  rate 
of  wages  than  a  worker  could  secure  in  private  industry. 
Out  of  these  directions  grew  the  program  of  the  Roose- 
velt Administration  in  1935.  To  be  sure,  unemployment 
insurance  was  enacted  into  law,  contrary  to  this  advice.  But 
the  law  was  in  the  form  of  a  stimulus  to  state  laws,  with 
funds  to  be  provided  not  through  taxation  from  the  federal 
treasury  but  by  a  tax  on  payrolls,  easily  transferable  to 
consumers,  and  hence  a  double  drain  upon  the  workers. 

Year  by  year  from  1921,  culminating  in  this  program 
of  1935,  social  workers  have  had  experience  which  must 
have  convinced  them  that  their  influence  on  the  federal 
government  in  its  relief  programs  is  very  weak.  At  times 
it  has  appeared  that  they  have  had  their  way;  but  this  in 
retrospect  can  be  seen  to  have  been  only  a  protective 
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measure  against  the  growing  discontent  of  the  unemployed 
workers  in  need  of  relief. 

Though  the  higher  executives  and  the  social  workers  of 
long  experience  found  it  difficult  to  abandon  their  belief 
in  an  enlightened  public  opinion,  able  to  reconcile  all  con- 
flicts and  to  influence  government  toward  an  adequate 
social  program,  the  newcomers,  the  rank  and  file,  saw  the 
fallacies  clearly  both  in  their  own  experience  and  in  the 
day-to-day  difficulties  of  the  clients  to  whom  they  admin- 
istered relief.  Their  experience  was  similar  to  the  wide- 
spread change  in  the  attitude  of  other  professional  workers 
during  this  economic  crisis.  More  and  more  the  profes- 
sional and  the  intellectual  workers  have  come  to  see  that 
the  support  of  their  services  is  based  upon  the  productive 
forces  of  the  nation,  and  that  the  source  of  power  for 
change  lies  with  the  industrial  workers  and  the  farmers. 
In  social  work,  as  in  other  professions,  a  certain  number 
continue  to  believe  that  their  interests  are  identical  with 
those  of  the  general  public  or  with  the  essential  interests 
of  capital,  though  they  prefer  not  to  put  it  that  way.  At 
least  these  social  workers  may  be  said  to  be  allied  with  the 
possessors,  though  it  must  also  be  said  that  these  possessors 
regard  their  possession  as  a  stewardship,  in  which  they  seek 
the  aid  of  social  workers  in  order  to  discharge  their  ob- 
ligations as  stewards. 

Despite  all  weaknesses  and  illusions,  the  movement  com- 
prehended in  the  program  of  social  work  in  the  United 
States  has  had  its  influence  in  the  education  of  "the  general 
public."  It  has  tended  to  lessen  public  resistance  to  the 
struggles  of  the  workers  and  to  give  to  more  people  an 
insight  into  the  conditions  which  give  rise  to  those 
struggles. 
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Like  the  engineers  in  scientific  management,  the  social 
workers  have  constructive  programs.  Though  frustrated  by 
economic  crises,  nevertheless  their  efforts  help  to  clarify 
thought  about  the  standards  which  ought  to  prevail  in  a 
new  social  order. 


XIII.    SCIENTIFIC    MANAGE- 
MENT 


THE  Empire  Builders  in  the  early  summer  of  1910  re- 
ceived a  severe  public  criticism  from  American  engineers. 
The  public  was  told  that  if  the  railroads  would  introduce 
scientific  management  they  could  save  a  million  dollars 
a  day.  This  was  actually  the  testimony  before  the  Inter- 
state Commerce  Commission,  when  the  shippers  opposed 
the  application  of  the  railroads  of  the  northeastern  section 
of  the  country  for  new  freight  tariffs  calling  for  a  general 
advance  in  rates.  Under  the  law  creating  the  Interstate 
Commerce  Commission,  it  was  the  duty  of  the  Commission 
to  determine  the  reasonableness  of  freight  rates. 

Involving  great  sums  of  money  and  affecting  all  ship- 
pers, the  case,  moreover,  would  establish  a  "precedent" — 
a  most  important  consideration  in  the  development  of  the 
new  type  of  "administrative  law"  implicit  in  regulation  by 
commissions.  Shippers  were  represented  by  a  score  of  law- 
yers opposing  the  increase  in  the  cost  of  transporting 
goods.  The  railroads  had  nearly  half  a  hundred  attorneys 
pleading  that  they  must  have  more  money  because  their 
costs  were  greater,  due  primarily  to  wage  increases  of  5  to 
8  per  cent  obtained  by  railroad  workers  in  the  spring  of 
that  year.  What  the  railroad  owners  were  saying  was  that 
the  consumer  must  pay  the  wage  increases.  Naturally 
everybody  was  interested,  and  the  newspapers  carried 
accounts  of  the  hearings.  On  this  occasion  scientific  man- 
agement, hitherto  unknown  to  the  great  majority  of  the 
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American  public,  suddenly  flashed  into  the  news  through- 
out the  land. 

The  introduction  of  evidence  by  engineers  was  in  itself 
significant  of  what  was  pending  in  the  economic  system. 
The  part  played  by  the  railroads  in  the  business  annals  of 
the  nation  has  been  sketched  in  some  detail  in  Chapter  III, 
Big  Business  Plans  America.  From  that  account  it  is  appar- 
ent that  the  railroads  of  the  United  States  have  simul- 
taneously contributed,  through  their  financial  policies,  to 
the  recurrent  breakdown  of  business  in  economic  crises  j 
while  by  their  feats  of  engineering  and  management  they 
have  achieved  the  spanning  of  a  continent  by  the  trans- 
portation system.  Faced  as  they  were  in  1910  with  a  wage 
increase  which  had  been  forced  upon  them  by  strong  unions 
representing  organized  railroad  labor,  they  saw  no  way  out 
except  to  pass  those  wage  increases  on  to  the  public  in  the 
form  of  higher  rates.  That  the  extra  payments  to  labor 
could  be  met  only  by  increased  operating  charges,  was,  to 
the  railroad  mind,  inevitable;  otherwise  they  would  too 
greatly  disturb  the  financial  structure,  loaded  as  it  had  been 
from  the  beginning  with  the  burdens  of  capitalization  fre- 
quently inflated  by  speculation. 

Shippers  of  goods,  however,  naturally  saw  a  danger  to 
their  markets  in  the  increased  transportation  costs.  They 
knew  the  difficulties,  in  a  highly  productive  system,  of 
passing  increased  costs  on  to  the  consumer.  The  lawyer 
for  the  trade  associations  of  the  Atlantic  seaboard  had  an 
unpaid  counsel  active  in  the  public  interest,  Louis  D.  Bran- 
deis,  later  to  be  appointed  to  the  United  States  Supreme 
Court.  In  the  midst  of  the  hearings  in  November,  1910, 
Mr.  Brandeis  introduced  n  witnesses  not  usually  heard 
in  courts  of  law  and  seldom  articulate  publicly  regarding 
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the  problems  of  business.  These  were  engineers  and  man- 
agers of  industrial  plants  j  and  they  showed,  on  the  basis 
of  their  own  plant  experience,  that  it  was  possible  to  reduce 
costs  while  increasing  wages.  One  of  them,  Harrington 
Emerson,  put  in  brief  form  which  compelled  public  atten- 
tion the  estimate  that  the  railroads  could  save  a  million 
dollars  a  day,  even  with  the  wage  increases,  and  that  the 
saving,  rather  than  the  increase,  could  be  passed  on  to  the 
public. 

The  system  of  scientific  management  which  these  men 
described  had  had  its  beginnings  in  the  work  of  Frederick 
W.  Taylor,  an  engineer  who,  before  1880,  was  foreman 
in  a  machine  shop  of  the  steel  industry.  As  in  all  significant 
movements,  the  work  of  the  individual  was  evidence  of  a 
general  problem  and  the  search  for  its  solution.  The  prob- 
lem was  to  find  the  way  to  increase  output  at  a  moment 
when  the  workers  were  suspected  by  management  of 
"systematic  soldiering"  to  restrict  production.  Taylor  had 
been  one  of  the  labor  force  before  he  became  foreman.  He 
knew  that  this  "soldiering"  was  a  fact,  and  he  also  knew 
the  cause  of  it.  It  grew  out  of  the  practice  of  management 
whereby  a  given  rate  of  pay  would  be  set  for  a  given  out- 
put j  then,  when  the  increase  in  speed,  due  to  greater 
facility  of  the  workers  or  increased  intensity  of  work, 
should  have  increased  earnings  the  rate  of  pay  would  be 
cut. 

For  the  worker  this  meant  that  he  worked  harder  for 
less  pay.  For  the  management  it  appeared  to  mean  reaping 
the  benefit  of  increased  speed.  An  economist  would  explain 
it  by  saying  that  profits  are  made  by  the  amount  of  output 
over  and  above  the  wages  received  by  workers.  Labor  must 
have  a  subsistence  wage.  Capital's  margin  above  it  could 
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be  increased  by  simply  lengthening  hours,  if  it  were  not  for 
the  fact  that  always  the  labor  movement  has  fought  for 
shorter  hours,  and  that  the  physiology  of  fatigue  sets  limits 
which  management  cannot  exceed.  This  is  particularly  true 
when  machine  processes,  by  increasing  intensity,  cause 
fatigue  to  the  point  of  exhaustion  within  a  shorter  period 
as  compared  with  hand  processes.  Not  by  lengthening 
hours,  therefore,  but  by  increasing  the  output  per  hour  a 
margin  becomes  available  out  of  which  profits  are  made. 
This  is  the  margin  in  which  the  workers  want  to  share, 
that  they  may  have  not  merely  subsistence  but  the  com- 
forts of  a  rising  standard  of  living  in  an  expanding  pro- 
ductive system. 

Management's  alternative,  which  disturbed  Taylor,  was 
to  cut  rates  of  pay  per  piece  when  output  increased  through 
increased  speed.  Here  entered  in  labor's  resistance.  The 
workers  withheld  their  labor,  not  by  a  strike,  but  by  agree- 
ing among  themselves  that  they  would  not  exceed  a  given 
output. 

Knowledge  of  the  process  and  of  the  amount  of  output 
actually  possible  was  possessed  by  the  workmen  rather 
than  by  the  management.  For  management  had  given 
little  attention  to  a  detailed  study  of  processes  of  work  or 
the  ways  in  which  work  could  be  organized  to  secure  a 
larger  output.  Inventors  had  studied  how  to  make  a  new 
machine.  But  no  such  study  had  been  given  to  the  condi- 
tions surrounding  the  job  and  the  workers'  relation  to  it. 
The  good  foreman  was  the  boss  often  described  as  a  "slave 
driver,"  importing  from  plantation  life  the  term  which 
indicated  that  by  discipline  and  authority  labor  could  be 
forced  to  produce.  The  "sweatshops"  which  were  chroni- 
cled in  story  and  even  in  poetry  in  England  and  America, 
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as  their  conditions  were  revealed  also  in  government  re- 
ports in  both  countries,  were  the  extreme  form  of  the  slave- 
driving  method  of  making  workers  produce  more  by  forced 
effort. 

Frederick  W.  Taylor,  with  the  engineer's  training  in 
observation  of  facts,  was  a  pioneer  among  American  engi- 
neers who  began  in  the  '8os  to  turn  their  attention  to 
management,  including  study  of  the  technique  of  labor. 
The  American  Society  of  Mechanical  Engineers  was  or- 
ganized in  1880,  but  for  several  years  it  limited  its  atten- 
tion to  mechanical  technique.  In  1886,  however,  a  vice- 
president  who  was  also  an  engineer  and  later  an  industrial 
manager  and  owner,  Henry  R.  Towne,  of  the  Yale  and 
Towne  Manufacturing  Company,  read  at  the  annual  meet- 
ing of  the  Society  a  paper  entitled  "The  Engineer  as  an 
Economist."  This  in  part  is  what  he  said: 

To  ensure  the  best  results,  the  organization  of  productive 
labor  must  be  directed  and  controlled  by  persons  having  not 
only  good  executive  ability,  and  possessing  the  practical  famil- 
iarity of  a  mechanic  or  engineer  with  the  goods  produced  and 
the  processes  employed,  but  having  also,  and  equally,  a  prac- 
tical knowledge  of  how  to  observe,  record,  analyze,  and  com- 
pare essential  facts  in  relation  to  wages,  supplies,  expense 
accounts,  and  all  else  that  enters  into  or  affects  the  economy 
of  production  and  the  cost  of  the  product.  (Copley,  Frederick 
W.  Taylor,  Vol.  I,  p.  399.) 

In  the  same  year  another  member,  W.  E.  Partridge, 
read  a  paper  entitled  "Capital's  Need  of  High-Priced 
Labor,"  in  which  he  presented  the  surprising  thesis  that 
the  employer's  general  problem  was  "to  increase  the  earn- 
ing powers  of  his  men  from  year  to  year,  and  do  it  in  such 
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a  way  that  the  men  not  only  earn  more,  but  are  more 
profitable  to  him."  (Ibid.,  p.  401.) 

It  was  in  that  year  that  Taylor  joined  the  Society.  He 
had  already  had  his  bitter  experiences  as  a  foreman  trying 
to  increase  output  while  the  men  resisted  it;  and  having 
been  a  fellow  worker,  he  knew  and  understood  the  rea- 
sons. He  was  now  on  the  side  of  management,  but  he  could 
not  endure  the  idea  of  the  constant  bickering  involved  in  a, 
contest  of  wills  as  between  foreman  and  workers.  His 
engineering  training  led  him  to  the  conclusion  that  the 
basic  trouble  was  the  lack  of  knowledge  by  management 
of  the  conditions  whereby  output  could  be  increased. 

His  first  presentation  of  the  subject  to  the  American 
Society  of  Mechanical  Engineers  was  in  1895,  under  the 
somewhat  misleading  title,  "A  Piece-Rate  System."  The 
title  was  misleading  because  it  focused  attention  upon  the 
piece-work  system  instead  of  upon  Taylor's  fundamental 
idea  that  the  determination  of  the  rate  must  depend  upon 
exact  knowledge  of  how  much  output  was  possible  under 
given  conditions  in  a  given  period.  The  effort  to  determine 
this  led  to  the  application  of  exact  measurement  to  the  job 
and  to  its  surrounding  conditions.  If,  as  is  generally 
assumed,  science  begins  when  exact  measurement  becomes 
possible,  this  new  statement  of  the  problem  of  securing  out- 
put and  the  methods  to  which  the  efforts  to  solve  it  gave 
rise  can  be  regarded  as  the  beginning  of  the  science  of 
management. 

In  a  later  paper  Taylor  summed  up  "the  principles  of 
scientific  management"  as  follows: 

First.  They  [the  managers]  develop  a  science  for  each 
element  of  a  man's  work,  which  replaces  the  old  rule-of-thumb 
method. 
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Second.  They  scientifically  select  and  then  train,  teach, 
and  develop  the  workman,  whereas  in  the  past  he  chose  his 
own  work  and  trained  himself  as  best  he  could. 

Third.  They  heartily  co-operate  with  the  men  so  as  to 
insure  all  of  the  work  being  done  in  accordance  with  the  prin- 
ciples of  the  science  which  has  been  developed. 

Fourth.  There  is  an  almost  equal  division  of  the  work  and 
the  responsibility  between  the  management  and  the  workmen. 
The  management  take  over  all  work  for  which  they  are  better 
fitted  than  the  workmen,  while  in  the  past  almost  all  of  the 
work  and  the  greater  part  of  the  responsibility  were  thrown 
upon  the  men.  (Ibid.,  p.  17.) 

In  these  principles  may  be  found  the  starting  point  for 
the  development  of  several  movements  in  the  United 
States  which  have  been  regarded  by  many  as  evidence  that 
capitalism  can  establish  conditions  wholly  favorable  for 
the  workers  and  that  human  relations  can  be  co-operative 
and  need  involve  no  class  conflict  in  the  properly  organ- 
ized scientific  system  of  management.  "Personnel  manage- 
ment" is  one  of  these  movements,  whereby  an  industrial 
enterprise  establishes  a  personnel  department  concerned 
with  the  selection  and  training  of  employes.  Vocational 
training,  both  in  the  workshop  and  in  training  schools,  is 
in  line  with  the  idea  of  developing  skill.  The  psychologist 
in  industry  has  brought  the  findings  of  his  science  to  the 
service  of  management  in  the  task  of  selection.  Personnel 
management  was  viewed  so  favorably  as  to  lead  one  of  the 
more  radical  of  the  trade  unions,  the  Amalgamated  Cloth- 
ing Workers,  to  insist  in  its  agreements  with  employers  in 
the  men's  clothing  industry  that  the  employer  should  have 
a  "labor  manager"  to  deal  with  representatives  of  the  trade 
union. 
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In  all  of  these  developments,  whether  they  involved 
the  installation  of  a  planning  department  called  for  in 
scientific  management,  a  personnel  department,  vocational 
training,  or  the  work  of  the  engineer  or  of  a  psychological 
adviser,  the  test  imposed  by  American  industry  has  been 
whether  they  "pay"  in  terms  of  at  least  equal  or,  prefer- 
ably, greater  profits.  Of  course  if  it  can  be  shown  that  they 
prevent  strikes  and  eliminate  other  wastes  due  to  discon- 
tent among  the  workers,  this  fulfils  the  test  of  maintain- 
ing profits  j  and  if  they  result  in  an  output  that  will  yield 
both  higher  wages  and  larger  profits,  they  are  a  success 
from  the  point  of  view  of  the  ownership  of  industry. 

At  the  same  time  the  subject  goes  deeper  than  the  ques- 
tion of  profits  alone.  So  long  as  industry  requires  human 
labor  and  so  long  as  workers  are  associated  together  in  the 
processes  of  production,  the  need  exists  to  study  the  job 
and  its  surroundings  and  to  determine  what  conditions 
make  for  the  most  economical  use  of  men  and  materials. 
How  to  get  the  largest  output  for  the  least  expenditure 
of  human  energy  and  materials  in  a  given  time  is  the  cen- 
tral problem  of  production  in  any  economic  system.  Hence 
it  is  that  management  engineers  who  are  technicians  in  the 
science  of  management  and  administration  believe  that 
they  have  discovered  principles  which  are  as  universal  in 
their  application  as  are  the  laws  of  mechanics. 

Scientific  management,  as  we  have  seen,  had  its  origin 
in  the  effort  to  overcome  the  resistance  of  workers  to  the 
claims  of  capital  upon  production.  Taylor  concentrated 
upon  overcoming  this  resistance  among  individual  work- 
men by  study  both  of  the  job  and  of  the  individual,  and 
by  rewarding  the  individual  in  accordance  with  his  effi- 
ciency. This  in  itself  would  separate  a  worker  from  his 
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fellows.  He  would  learn  to  trust  the  management  to  assure 
him  of  a  certain  basic  wage. 

Here  again  is  recognition  that  the  most  important  con- 
dition for  a  worker  is  security.  Over  and  above  an  assured 
minimum  which  may  not  be  cut  by  management  in  a  heed- 
less effort  to  increase  profits  without  the  workers'  consent, 
the  individual  would  "profit"  by  his  efforts  and  ability. 
The  logic  of  this  is  that  he  would  need  no  trade  union  to 
protect  him,  and  this  indeed  was  Taylor's  view. 

The  Taylor  Society,  which  developed  from  the  group 
most  intimately  associated  with  him,  went  beyond  this  view 
and  expanded  its  philosophy  to  an  endorsement  by  some  of 
its  members  of  a  movement,  to  be  mentioned  later,  which 
became  known  as  "labor's  participation  in  management." 
Recognizing  the  unions  as  part  of  such  a  movement,  the 
Taylor  Society  gave  its  platform  to  trade-union  leaders. 
The  president  of  the  American  Federation  of  Labor,  Wil- 
liam Green,  read  on  one  such  occasion  shortly  after  the 
World  War  a  paper  outlining  labor's  attitude  toward  sci- 
entific management.  This  came,  however,  only  after  a  long 
period  of  opposition  by  labor  to  the  whole  scientific  man- 
agement movement. 

This  opposition  culminated  and  found  expression  in  the 
protests  of  the  trade  unions  over  the  use  of  the  stop  watch 
for  time  study  in  the  Springfield  Arsenal  for  manufacture 
of  materials  for  the  War  Department.  In  1912  the  unions 
secured  the  enactment  of  a  rider  on  the  appropriation  bill 
covering  the  War  Department,  forbidding  the  use  of  the 
stop  watch  as  the  symbol  of  scientific  management  in  gov- 
ernment arsenals.  The  whole  matter  was  therefore  put  into 
the  public  records  through  testimony  in  January  1912 
before  the  special  investigating  committee  of  the  House 
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of  Representatives  appointed  to  investigate  the  Taylor 
and  other  systems  of  shop  management.  The  opposition 
of  labor  can  briefly  be  stated  as  based  upon  the  belief  that 
scientific  management  was  a  new  method  of  driving  labor 
to  higher  speed  and  hence  was  to  be  resisted  by  the  unions 
as  a  new  form  of  cutting  labor's  compensation  by  getting 
more  work  for  a  given  rate  of  pay. 

Labor's  position  was  further  amplified  in  a  study  of 
scientific  management  which  had  its  origin  in  the  work  of 
the  Industrial  Relations  Committee  appointed  to  investi- 
gate industrial  unrest  in  the  period  following  1910.  A 
report,  Scientific  Management  and  Labory  prepared  by 
Robert  Franklin  Hoxie,  an  economist  at  the  University  of 
Chicago,  assisted  by  Robert  G.  Valentine,  an  expert  in  in- 
dustrial relations,  and  John  P.  Frey,  a  leader  in  the  trade- 
union  movement  and  editor  of  the  International  Molders' 
Journal,  came  to  the  general  conclusion  that,  although  cer- 
tain basic  principles  of  applying  the  science  of  management 
were  acceptable,  the  whole  issue  was  who  should  control 
the  application  of  this  new  method  of  management.  Labor 
feared  that  in  the  hands  of  management,  with  no  influence 
by  the  trade  unions,  this  method  would  be  turned  against 
the  interests  of  the  workers. 

Robert  G.  Valentine,  who  had  been  Commissioner  of 
Indian  Affairs,  chairman  of  the  first  Massachusetts  Mini- 
mum Wage  Board  and  later  an  "industrial  counselor," 
read  before  the  Taylor  Society  at  its  annual  meeting  on 
December  5,  1914,  a  paper  on  "Scientific  Management 
and  Organized  Labor."  He  declared  that  the  functioning 
of  a  trade  union  was  not  inconsistent  with  scientific  man- 
agement. Nine  years  later,  the  Taylor  Society  reprinted 
this  paper,  with  the  statement  that 


SCIENTIFIC      MANAGEMENT  297 

While  the  members  of  the  Taylor  Society  did  not  agree  with 
Mr.  Valentine  with  respect  to  many  of  his  views,  it  has  always 
been  a  source  of  gratification  to  the  Society  that  it  had  the 
vision  to  give  him  a  platform  and  an  audience. 

His  first  paper  was  followed  a  week  later,  at  a  meeting 
of  the  Society  held  in  New  York  December  10  and  n,  by 
another,  entitled  "The  Progressive  Relation  Between  Effi- 
ciency and  Consent."  He  criticized  what  he  regarded  as  a 
fragmentary  exposition  of  principles  by  Taylor,  declaring 
that  the  actual  methods  of  applying  them  were  "only  in- 
dicative of  what  the  real  application  .  .  .  would  be."  He 
deplored  the  fact  that  in  the  name  of  scientific  manage- 
ment its  real  nature  was  being  obscured  by  the  "efficiency 
charlatan."  Efficiency  in  the  shop  must  be  accepted  as  the 
logical  outcome  of  the  introduction  of  machinery,  but 
along  with  it  must  come  a  new  attitude  toward  the  human 
being.  Not  only  was  the  consent  of  the  individual  neces- 
sary, but  "group  consent." 

He  held  that  "craftsmanship  in  the  old  sense  of  the 
term  is  doomed."  Therefore  "unionism,  group  action,  will 
have  to  build  itself  up  on  a  base  as  broad  as  the  whole 
educative  process  itself  instead  of  on  the  particular  craft." 

He  found  in  actual  practice  in  industry,  notably  in  cer- 
tain labor  agreements,  "here  and  there  real  elements  of 
interorganization  between  efficiency  and  consent."  He 
advocated  recognition  by  "the  industrial  statesmen"  of 
"forces  at  work  in  the  world."  These  were  threefold, 
which  he  described  as  "basic  drifts,"  destined  to  "work  out 
between  them  the  society  of  the  future."  They  were 

( I )  The  fundamental  soundness  of  the  principle  of  private 
property.  ...  It  is  a  basic  instinct  of  human  nature  for  the 
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individual  to  desire  possession.  (2)  The  force  of  state  social- 
ism. ...  It  is  equally  a  basic  instinct  of  human  nature  to 
desire  to  work  out  things  in  concert  with  one's  fellows.  .  .  . 
(3)  The  force  of  syndicalism.  This  force  takes  into  considera- 
tion that  basic  instinct  of  human  nature  which  leads  us  to 
desire  to  share  in  the  control  of  the  methods  of  production  in 
which  we  are  concerned  and  in  the  distribution  of  the  product. 

As  an  industrial  counselor  Mr.  Valentine  was  respon- 
sible for  persuading  a  number  of  industrial  managers  who 
were  exponents  of  scientific  management  to  sign  agree- 
ments with  trade  unions.  It  will  be  seen  that  he  accepted 
the  basic  concepts  of  scientific  management,  but  advocated 
a  share  in  decisions  by  the  workmen  as  a  group  and  not 
merely  as  individuals.  Nevertheless  his  statement  of  the 
case  was  considered  extremely  radical  by  the  management 
engineers  who  listened  to  him.  Many  of  them  thought 
that  he  had  failed  to  understand  that  Taylorism  had  no 
use  for  collective  bargaining  with  trade  unions,  because 
management  could  decide,  on  the  basis  of  facts,  how  the 
product  should  be  divided. 

"Schmidt"  is  a  character  in  the  record  of  the  Taylor 
system.  His  history  under  scientific  management  shows 
that  the  determination  of  the  respective  shares  of  capital 
and  labor  in  the  results  of  increased  production  is  not  com- 
pletely scientific.  Judgment  enters  in,  and  the  larger  share 
went  in  this  instance  to  the  stronger  in  the  bargaining 
process,  namely,  the  management  as  representative  of  the 
owner,  that  is,  the  corporation.  Schmidt  handled  pig  iron 
in  the  yards  of  the  Bethlehem  Steel  Company.  Though 
his  name  was  not  Schmidt,  he  was  a  real  person  and,  also, 
a  type  used  by  Taylor  for  the  demonstration  of  his 
principles. 
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The  average  pig-iron  handler,  when  Taylor  undertook 
to  "systemize"  their  work,  loaded  about  twelve  and  a  half 
tons  a  day.  The  law  of  the  process  which  Taylor  studied 
revealed  that  in  work  consisting  of  a  heavy  pull  or  push 
of  the  arms,  the  heavier  the  pull  or  the  push  the  longer 
the  rest  needed  between  the  acts.  For  a  weight  of  92 
pounds  to  each  pig,  a  good  worker  would  have  to  rest  57 
per  cent  of  the  day.  The  lighter  the  load,  the  more  fre- 
quently he  could  lift  it,  "until  finally  a  load  is  reached 
which  he  can  carry  in  his  hands  all  day  long  without  being 
tired  out." 

Industry  does  not  want  him  to  hold  it  in  his  hands,  but 
to  lift  it.  The  time  study  revealed  the  maximum  weight 
which  would  require  the  minimum  time  for  rest.  The 
preliminary  time  studies,  before  any  workman  was  asked 
to  undertake  the  experiment,  revealed  that,  instead  of 
twelve  and  a  half  tons  a  day,  a  man  could  load  47  tons 
without  serious  fatigue.  Each  load  was  made  lighter  and 
could,  therefore,  be  lifted  more  easily,  and  the  recovery 
for  the  muscles  was  more  rapid.  The  total  quantity  han- 
dled in  a  day  was  correspondingly  greater. 

The  men  then  loading  were  not  necessarily  the  ones  best 
adapted  to  the  work.  They  had  not  been  selected  with 
scientific  care.  After  careful  observation,  four  of  the  75 
were  selected.  Of  these  Schmidt,  a  little  Pennsylvania 
Dutchman,  was  chosen  first  because  he 

had  been  observed  to  trot  back  home  for  a  mile  or  so  after  his 
work  in  the  evening  about  as  fresh  as  when  he  came  trotting 
down  to  work  in  the  morning.  We  found  that  upon  wages  of 
$1.15  a  day  he  had  succeeded  in  buying  a  small  plot  of  ground 
and  that  he  was  engaged  in  putting  up  the  walls  of  a  little 
house  for  himself  in  the  morning  before  starting  to  work  and 
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at  night  after  leaving.  He  also  had  the  reputation  of  being 
exceedingly  "close,"  that  is,  of  placing  a  very  high  value  on  a 
dollar.  (Copley,  Frederick  W.  Taylor 3  Vol.  II,  p.  43.) 

Well  selected  material  was  Schmidt  for  the  manager  who 
wished  the  incentive  of  higher  wages  to  bring  the  maxi- 
mum of  co-operation  in  the  experiment. 

In  Principles  of  Scientific  Management,  quoted  in 
Copley's  biography,  Taylor  described  his  dialogue  with 
Schmidt.  He  explained  first  that  "the  task  then  narrowed 
itself  down  to  getting  Schmidt  to  handle  47  tons  of  pig 
iron  per  day  and  making  him  glad  to  do  it." 

The  dialogue,  which  we  abbreviate,  was  as  follows: 

"Schmidt,  are  you  a  high-priced  man?" 

"Veil,  I  don't  know  vat  you  mean." 

There  followed  a  parley  in  which  Schmidt  refused  to 
commit  himself. 

Oh,  come  now,  you  answer  my  questions.  What  I  want  to 
find  out  is  whether  you  are  a  high-priced  man  or  one  of  these 
cheap  fellows  here.  What  I  want  to  find  out  is  whether  you 
want  to  earn  $1.85  a  day  or  whether  you  are  satisfied  with 
$1.15  just  the  same  as  all  those  cheap  fellows  are  getting. 

Did  I  vant  $1.85  a  day?  Vas  dot  a  high-priced  man?  Veil, 
yes,  I  vas  a  high-priced  man. 

Then  followed  the  long  story  of  teaching  Schmidt  ex- 
actly how  to  change  the  method  of  doing  his  work.  For 
it  was  necessary  to  insist  that  he  rest  at  intervals  for  the 
sake  of  his  arm  muscles.  And  this,  in  the  words  of  Taylor's 
biographer,  "was  the  science  of  his  [Schmidt's]  work." 
Copley  adds:  "How  could  he  possibly  have  discovered  this 
science  for  himself?"  (Ibid.,  p.  45.) 

Here  must  be  revealed  the  significant  fact  that,  though 
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the  amount  of  pig  iron  handled  under  the  new  system  was 
nearly  four  times  as  great,  the  offer  to  Schmidt  was  to  pay 
him  60  per  cent  more  than  the  standard  rate  in  that  local- 
ity. This  is  explained  as  follows  by  Taylor's  biographer: 

In  fixing  upon  this  increase,  Taylor  was  governed  by  what 
previous  experience  had  taught  him  was  necessary  to  make  a 
man  contented  to  do  his  best  at  that  heavy  kind  of  work  and 
still  would  not  afford  him  such  a  sudden  increase  of  prosperity 
as  would  incline  him  to  work  less  steadily  day  in  and  day  out. 
(Ibid.,  p.  42.) 

Following  the  publication  of  this  story  in  an  article 
in  the  American  Magazine  in  1911,  many  letters  of  con- 
demnation were  received.  Something  had  been  "put  over" 
on  Schmidt.  One  letter  came  from  a  young  Socialist, 
Upton  Sinclair,  whose  later  political  proposals  have  been 
mentioned  in  Chapter  XL  He  challenged  Taylor  to  say 
why  he  paid  only  about  61  per  cent  more  wages  for  362 
per  cent  more  work.  He  asked  whether  such  an  increase  in 
output  would  not  result  in  unemployment  through  over- 
production, and  he  declared  himself  to  be 

one  of  those  Utopian  persons  who  do  not  believe  that  the 
working  class  of  America  will  ever  consent  to  produce  $1,000 
worth  of  value  and  get  $168  in  return.  I  believe  that  the  time 
will  come  when  they  will  take  possession  of  the  instruments 
and  means  of  production,  in  order  that  when  they  produce 
$1,000  in  value  they  may  receive  $1,000  in  wages. 

Therefore  he  urged  Taylor  to  drop  his  work  and  devote 

his  energies  to  figuring  how  "to  produce  a  standard  income 

of,  say  $5,000  a  year  for  each  family."  (Ibid.,  pp.  50-51.) 

To  this  Taylor  replied  that  certain  elements  were  over- 
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looked  by  Sinclair.  The  increased  output  was  due  not  only 
to  Schmidt's  energy,  but  to  the  research  work  for  which 
the  management  paid.  Moreover,  the  consumers  must  be 
considered,  and  must  receive  their  proper  share.  Produc- 
tion, he  reminded  Sinclair,  is  the  remedy  for  unemploy- 
ment. For 

the  one  element  more  than  any  other  which  differentiates 
civilized  from  uncivilized  countries — prosperous  from  poverty- 
stricken  peoples — is  that  the  average  man  in  the  one  is  five  or 
six  times  as  productive  as  in  the  other.  It  is  also  a  fact  that  the 
chief  cause  for  the  large  percentage  of  the  unemployed  in 
England  (perhaps  the  most  virile  nation  in  the  world)  is  that 
the  workmen  of  England,  more  than  in  any  other  civilized 
country,  are  deliberately  restricting  their  output  because  they 
are  possessed  by  the  fallacy  that  it  is  against  their  best  interest 
for  each  man  to  work  as  hard  as  he  can.  (Ibid.,  pp.  54-55.) 

When,  three  years  later,  criticisms  took  the  form  of  the 
claim  that  Schmidt  had  succumbed  and  was  in  fact  dead, 
Taylor  characteristically  had  him  traced  to  his  new  em- 
ployment and  examined  by  a  physician  who  certified  that 
he  found  him  handling  graphite  and  working  from  ten 
to  twelve  hours  a  day  and  in  good  physical  condition. 
(Ibid.,  p.  55.) 

No  adequate  economic  analysis  has  even  been  made  to 
show  why  the  scientific  management  movement  emerged 
just  when  it  did  in  American  industry.  Clearly  it  was  a 
recognition  of  the  fact  that  profits  bear  a  relation  to  quan- 
tity of  output  as  determined  not  merely  by  the  machine 
but  by  the  individual  workman,  who  must  be  studied  and 
whose  co-operation  is  necessary.  In  1886  it  was  clear  that 
engineers  working  in  the  interest  of  capital  realized  that 
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capital  needed  higher-priced  labor.  That  is  to  say,  the  dis- 
covery was  made  that  industry  was  getting  from  the 
worker  the  output  for  which  industry  was  willing  to  pay, 
and  that  higher  pay  resulting  in  larger  output  enlarged 
the  surplus  from  which  profits  were  made. 

Taylor  definitely  recognized  this  concept  of  the  surplus. 
He  showed  it  as  the  real  issue  between  capital  and  labor. 
In  his  testimony  before  the  special  investigating  committee 
of  the  House  of  Representatives  in  January  1912,  he  said: 

In  its  essence  scientific  management  involves  a  complete 
mental  revolution  on  the  part  of  the  working  man  .  .  .  and 
an  equally  complete  mental  revolution  on  the  part  of  those 
on  the  management's  side.  .  .  .  The  great  revolution  that 
takes  place  in  the  mental  attitude  of  the  two  parties  under 
scientific  management  is  that  both  sides  take  their  eyes  off 
of  the  division  of  the  surplus  as  the  all-important  matter,  and 
together  turn  their  attention  toward  increasing  the  size  of  the 
surplus.  (Ibid.y  Vol.  I,  pp.  IO-II.) 

Karl  Marx'  full  exposition  of  the  concept  of  "surplus 
value"  had  already  become  available,  since  the  first  impor- 
tant volume  on  Capital  was  published  in  1867.  The  first 
English  translation,  edited  by  Engels,  was  published  in 
1886,  curiously  enough  the  same  year  that  the  American 
Society  of  Mechanical  Engineers  discovered  economics. 
There  is  no  evidence  that  Taylor  ever  read  Marx.  Cer- 
tainly as  an  engineer  who  undertook  to  increase  the  sur- 
plus, he  was  behaving  exactly  as  Marx  might  have  fore- 
cast from  the  theory  of  surplus  value.  Out  of  the  surplus 
produced  by  workmen  over  and  above  their  subsistence 
wage  come  the  profits  with  which  to  reward  capital.  It 
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was  therefore  sound  capitalist  economics  to  undertake  to 
increase  the  surplus. 

At  the  same  time  Taylor's  recognition  of  the  necessity 
to  increase  wages  was  certainly  based  upon  actual  expe- 
rience in  American  industry  which  was  beginning  to  fulfil 
another  phase  of  Marx'  analysis.  Marx  had  shown  that 
with  the  development  of  capitalist  production  the  ratio 
changes  as  between  the  amount  of  constant  capital  invested 
in  raw  materials  and  the  instruments  of  production,  and 
the  amount  of  variable  capital  paid  to  the  labor  force. 
With  the  change  in  this  ratio  in  favor  of  constant  capital 
comes  also  the  law  of  the  declining  rate  of  profit,  which 
leads  capitalist  organization  to  seek  to  sustain  total  profits 
by  increasing  output.  Mass  production  might  be  regarded 
as  in  part  the  reaction  of  American  industry  to  the  first 
signs  that  the  high  rate  of  profit  and  interest  involved  in 
the  early  development  of  the  rich  resources  of  the  new 
country  would  begin  to  decline,  and  that  quantity  of  profit 
must  compensate  for  the  decline  in  the  rate. 

Under  such  circumstances  capital  might  be  expected, 
through  the  engineers  in  its  service,  to  discover,  as  did  the 
engineers  in  American  industry,  that  the  method  of  science 
applied  to  the  individual  job  could  secure  a  larger  output 
by  studying  the  conditions  under  which  labor  was  per- 
formed and  by  increasing  wages.  This  increase,  in  the  view 
of  management,  need  not  be  at  the  same  rate  as  the 
increase  in  profits. 

Labor's  early  reaction  in  opposition  to  scientific  manage- 
ment was  natural,  because  the  circumstances  of  its  intro- 
duction and  the  attitude  of  Taylor  himself  implied  that 
the  trade  union  had  no  role.  Management  itself  would  in- 
crease wages  for  labor.  The  change  in  the  attitude  of  trade 
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unions  came  after  1922,  when  in  the  settlement  of  a  dis- 
astrous strike  in  railroad  shops  throughout  the  country  the 
Baltimore  and  Ohio  Railroad  Company  signed  an  agree- 
ment with  the  metal  trades  department  of  the  American 
Federation  of  Labor,  in  which  efficiency  in  management 
brought  gains  for  labor.  One  of  the  grievances  connected 
with  the  strike  was  the  fact  that  the  railroads  had  their 
repair  work  done  in  outside  shops,  for  the  alleged  reason 
that  the  unions  in  the  railroad  shops  were  restricting  out- 
put. By  the  new  agreement  the  unions  undertook  not  only 
to  desist  from  these  restrictions,  but  to  make  every  effort 
to  increase  efficiency,  provided  the  railroad  company  would 
insure  continuity  of  employment  by  having  the  repair  work 
done  in  its  own  shops.  As  an  evidence  of  sincerity,  the 
metal  trades  department  employed  a  management  engi- 
neer, Otto  S.  Beyer,  to  advise  both  the  management  and 
the  unions  regarding  the  best  methods  of  increasing  effi- 
ciency. Here  was  the  outstanding  example  of  "labor's  par- 
ticipation in  management,"  already  mentioned. 

Are  we  to  see  in  scientific  management  a  discovery 
enabling  capital  to  overcome  the  disparity  between  pro- 
duction and  consumption,  to  avoid  unemployment  by  in- 
creased production,  and  to  increase  consumption  by  higher 
wages?  It  should  be  noted  that  Taylor  and  the  engineers 
did  not  put  forward  the  idea  of  higher  purchasing  power 
for  labor.  Their  attention  was  focused  on  increased  out- 
put, and  it  was  not  until  later  that  the  high-wage  theory 
based  upon  the  creation  of  a  wider  market  for  American 
mass  production  was  currently  discussed.  This  occurred  in 
the  period  following  the  World  War,  when  the  problem 
of  increasing  production  seemed  no  longer  crucial  to  indus- 
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trial  managers,  but  the  problem  of  finding  a  market  for 
their  goods  was  vital. 

Concerning  this  problem  scientific  management  has  little 
to  say.  Though  market  analyses  have  found  their  way  into 
the  advertising  business  as  well  as  into  the  research  depart- 
ments of  manufacturing  establishments,  no  basis  exists  for 
claiming  that  the  principles  of  scientific  management  are 
as  applicable  to  the  selling  of  goods  as  to  their  production. 
In  the  first  place,  the  facts  are  not  accessible  to  the  man- 
ager, as  they  are  when  he  studies  production  in  his  shop. 
Moreover,  though  he  may  reach  conclusions  that  a  demand 
exists  for  a  given  type  of  article,  he  has  no  control  over 
the  purchasing  power  of  the  ultimate  consumer,  nor  can 
he  at  present  integrate  his  industry  with  other  industries 
in  a  scientifically  managed  economy.  Doubtless  this  is  the 
reason  why  the  railroad  system  as  a  whole  could  not  fully 
apply  scientific  management.  However  great  might  be  the 
efforts  to  manage  transportation  and  the  repair  work  of 
the  shops  efficiently,  it  remains  true  that  the  railroads 
under  separate  ownership  are  not  controlled  from  one 
planning  center.  Even  the  carefully  worked-out  proposals 
for  avoiding  the  waste  of  competing  lines  have  never  been 
adopted,  though  the  railroads  are  suffering  greatly  from 
the  burden  of  debt  due  to  their  capital  structure,  as  well 
as  to  recurrent  industrial  depressions. 

Scientific  management,  though  it  stands  helpless  before 
an  economic  crisis,  unable  to  go  beyond  the  science  of  pro- 
duction and  job  analysis  with  profits  as  the  objective, 
nevertheless  clearly  has  a  creative  contribution  to  make 
to  the  national  economy.  If  standards  of  living  are  to  be 
raised,  as  they  must  be,  it  will  be  through  setting  free  the 
forces  of  production  and  utilizing  them  to  their  full  capac- 
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ity.  This  includes  the  necessity  for  eliminating  waste  in 
the  labor  force,  for  studying  the  individual  workman, 
selecting  and  training  him  and  enabling  him  to  make  his 
full  contribution  to  the  national  economy. 

If  a  planned  economy  is  ever  established  in  the  United 
States,  it  will  find  ready  to  its  hand  the  principles  of  sci- 
entific management  which  have  grown  up  here.  It  will  be 
possible,  in  the  task  of  determining  the  quantity  of  pro- 
duction needed  from  each  industry,  which  is  of  the  essence 
of  an  economic  plan,  to  utilize  the  methods  of  observation 
and  time  study  which  are  the  starting  point  for  a  science 
of  management.  The  management  engineer  has  found 
scope  for  his  work  only  within  the  confines  of  a  given  area 
of  private  ownership  of  industry.  Called  into  the  service  of 
a  nationally  planned  economy,  he  would  find  an  inspiring 
opportunity  for  the  wide  application  of  his  principles  in 
the  total  administration  of  industries  co-ordinated  one  with 
another. 

In  scientific  management  it  is  a  basic  assumption  that 
rule-of-thumb  methods,  which  are  the  result  of  unorgan- 
ized experience,  are  displaced  by  science,  the  result  of 
organized  experience.  In  industry  this  means  that  exact 
knowledge  of  methods  of  work  should  control  both  the 
foreman  and  the  worker,  and  that  this  knowledge  elimi- 
nates waste,  saves  human  energy  and  is  advantageous  to 
all  workers.  A  scientific  method  implies,  moreover,  the 
elimination  of  the  force  of  authority.  Indeed  it  may  be  said 
that  the  progress  of  science  or  of  civilization  is  the  change 
from  authority  or  autocracy  to  knowledge  freely  exercised 
for  the  general  good.  Under  such  a  rule,  the  foreman 
would  be  distinguished  from  the  worker  not  by  authority, 
but  in  function  only.  Work  under  such  conditions  would 
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be  no  longer  regimentation,  but  creative  activity,  the  pri- 
mary need  of  a  civilized  human  being. 

Industry  in  the  United  States,  however,  has  not  given 
free  play  to  scientific  management,  although  this  is  the 
land  of  its  origin.  Indeed  the  scientific  management  move- 
ment has  not  been  taken  seriously  by  dominant  big  busi- 
ness in  America.  The  efficiency  movement  had  a  wide 
vogue,  but  it  lacked  the  careful  study  of  the  individual 
and  the  job  which  was  the  method  of  Taylor.  For  it  was 
merely  part  of  the  general  effort  to  speed  up  the  worker. 
Similarly,  mass  production  $er  se  has  nothing  in  common 
with  scientific  management. 

The  European  version  of  Taylorism  has  been  "ration- 
alization," put  forward  by  Walter  Rathenau  in  Germany, 
and  others  who  worked  with  him.  This  was  a  desperate 
effort  to  organize  in  a  central,  co-ordinated  scheme  the 
industries  of  the  country,  first  for  feverish  war  production 
and  then  because  they  were  suffering  from  the  financial 
and  economic  crisis  after  the  war.  But  "rationalization"  has 
to  do  with  rationing  production,  not  with  the  free  ex- 
pansion of  productive  forces  for  the  raising  of  the  workers' 
standards  of  living. 

To  find  the  way  out  of  the  present  crisis,  big  business 
in  America  turns  to  force  or  power,  rather  than  to  scientific 
management.  United  either  in  monopoly  combinations  in- 
dependently of  the  government  or  with  governmental 
sanction,  as  happened  under  the  National  Industrial  Re- 
covery Act,  industry  directs  the  economic  activity  of  the 
country  toward  restricting  production  in  order  to  raise 
prices  in  the  hope  of  increasing  profits.  Along  with  restric- 
tion of  production  goes  the  effort  to  lower  costs  by  cutting 
wages.  Thus  American  business  is  back  at  the  same  old 


SCIENTIFIC      MANAGEMENT  309 

practice  which  led  Taylor  to  try  to  find  a  better  basis  for 
relations  between  management  and  workers.  This  basis 
was  found  in  an  assured  guarantee  of  the  minimum  wage 
below  which  management  would  never  cut  the  rate,  but 
above  which  the  worker  might  reap  the  reward  of  in- 
creased output  after  worker  and  manager  alike  had 
studied  the  conditions  making  increased  output  possible. 

The  potential  creative  value  of  scientific  management 
becomes  more  evident  when  it  is  shown  to  be  applicable 
to  an  economic  system  different  from  the  one  in  which  it 
originated.  Its  development  in  the  Soviet  Union  throws 
light,  therefore,  on  its  potentialities  for  the  United  States. 

Within  a  few  months  after  the  Russian  Revolution  of 
1917,  Lenin  made  a  speech  to  the  Bolshevik  Party  on 
their  immediate  tasks.  The  time  had  come,  he  said,  "to 
organize  the  management  of  Russia."  (The  Soviets  at 
Work,  p.  8.)  Discussing  in  detail  the  methods  of  organiza- 
tion of  production,  methods  of  accounting  and  the  like,  he 
pointed  out  the  necessity  for  increasing  the  productivity  of 
labor.  This  involved  first  the  material  basis  for  enlarged 
industry,  and  then  the  study  of  methods  of  work.  In  that 
connection  he  said:  "We  should  try  out  every  scientific  and 
progressive  suggestion  of  the  Taylor  system."  (Ibid., 
p.  25.) 

Since  that  time  the  development  of  methods  of  manage- 
ment has  had  a  history  unlike  our  own.  Taylor's  work 
began  in  a  single  department  and  extended  through  an  in- 
dustrial enterprise,  but  never  over  an  entire  industry. 
Soviet  management  had  first  to  plan  the  economic  system 
as  a  whole,  and  then  gradually  develop  a  science  of  work 
in  the  workshop.  The  achievements  of  the  first  and  second 
five-year  plans  prepared  the  way.  In  1935  came  the  dis- 
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covery  by  a  coal  miner,  Stakhanov,  of  the  possibility  of 
great  increase  in  output  by  a  new  organization  of  the 
process,  by  group  work  and  careful  division  of  labor, 
based  upon  experiment,  as  was  Taylor's  method.  Whereas 
Taylor  in  the  American  system  represented  management 
and  ownership  and  imposed  scientific  management  from 
above,  in  the  Soviet  Union  it  was  the  miners  themselves 
who  discovered  how  to  achieve  higher  productivity.  Taylor 
insisted  upon  willing  co-operation  of  the  worker  as  an 
essential  principle  of  the  science  of  management,  but  in 
America  the  worker  did  not  initiate  the  movement. 

The  place  of  the  worker  in  this  process  in  the  Soviet 
Union  was  thus  described  by  Karl  Radek  in  an  article  in 
the  Daily  Worker y  December  10,  1935: 

If  we  approach  the  question  formally,  the  organization  of 
labor  is  the  business  of  the  factory  management,  primarily  of 
the  engineer.  They  should  know  how  to  distribute  people. 
They  should  know  how  to  split  the  process  of  production  into 
a  series  of  properly  dimensioned  jobs  among  the  workers  and 
prepare  the  material  conditions  for  each  working  process.  But 
the  adoption  of  the  new  and  very  complicated  technique  and 
the  organization  of  labor  afresh  on  its  basis  is  a  new  business, 
and  the  very  best  factory  management,  the  very  best  engineers 
cannot  foresee  everything.  The  role  of  proletarian  initiative 
is  tremendous  in  this  matter. 

In  a  planned  economy  under  workers'  control,  each 
worker,  or  industrial  group,  is  conscious  of  relationship  to 
the  whole.  Each  gains  by  another's  success.  So  when 
Stakhanov  organized  the  process  of  drilling  in  the  mine, 
and  increased  the  output  fivefold,  it  was  known  not  only 
in  the  mines  but  in  other  industries.  Another  worker 
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achieved  a  like  result  in  machine  building,  and  the  next 
in  shoecraft,  and  so  it  spread  until  in  November  1935  an 
Ail-Union  Stakhanovite  Conference  was  held  in  Moscow, 
with  3,000  workers,  men  and  women,  from  workplaces 
throughout  the  Soviet  Union.  Joseph  Stalin  addressed  the 
conference,  describing  the  movement  as  one  which  "will  go 
down  in  the  history  of  our  Socialist  construction  as  one  of 
its  most  glorious  pages." 

For  it  "smashes  old  concepts  of  technique."  It  promises 
to  lift  the  level  of  productivity,  which  under  Socialism,  he 
said,  must  be  higher  than  under  capitalism  j  for  Socialism 
must  produce  "abundance  of  products  ...  on  the  basis 
of  a  plentiful  and  cultural  life  for  all  members  of  society." 
(New  York  Times,  November  22,  1935.) 

Newspapers  in  the  United  States  reported  the  move- 
ment as  one  to  speed  up  the  workers.  Stalin  found  a  reason 
for  its  success  in  the  "absence  of  exploitation  of  the  work- 
ers. The  people  here  work  for  themselves  and  for  their 
own  class.  Labor's  task  is  a  glory  and  an  honor." 

Taylor's  principles  were  against  the  evils  of  "speed-up." 
The  intention  was  to  discover  the  best  conditions  for  maxi- 
mum achievement  by  the  worker.  In  the  shop  in  which 
Taylor  applied  his  principles,  however,  workers  had  no 
voice  in  management,  nor  even  a  recognized  trade  union. 
Nevertheless  these  principles,  when  properly  applied, 
make  for  the  release  of  productive  forces,  which  is  always 
a  social  gain.  Management  in  American  industry  has 
sought  and  achieved  the  formulation  of  scientific  princi- 
ples. In  actual  application  they  have  been  used  in  the 
service  of  the  possessor.  In  so  far  as  they  are  scientific, 
they  represent  a  creative  force. 


XIV.    WORKERS'    ACTION    IN 
THE    CREATIVE    PROCESS 


I  HEAR  AMERICA  SINGING 

I  hear  America  singing,  the  varied  carols  I  hear, 

Those  of  mechanics,  each  one  singing  his  as  it  should  be  blithe 

and  strong, 

The  carpenter  singing  his  as  he  measures  his  plank  or  beam, 
The  mason  singing  his  as  he  makes  ready  for  work,  or  leaves 

off  work, 
The  boatman  singing  what  belongs  to  him  in  his  boat,  the 

deckhand  singing  on  the  steamboat  deck, 
The  shoemaker  singing  as  he  sits  on   his  bench,   the   hatter 

singing  as  he  stands, 
The  wood-cutter's  song,  the  ploughboy's  on  his  way  in  the 

morning,  or  at  noon  intermission  or  at  sundown, 
The  delicious  singing  of  the  mother,  or  of  the  young  wife  at 

work,  or  of  the  girl  sewing  or  washing, 
Each    singing    what    belongs    to    him    or    her    and    to    none 

else.  .  .  . 

(Walt  Whitman,  Leaves  of  Grass.) 

Lawrence  was  a  singing  strike.  The  workers  sang  every- 
where: at  the  picket  line,  at  the  soup  kitchens,  at  the  re- 
lief stations,  at  the  strike  meetings.  Always  there  was  singing. 

In  many  different  places  over  the  United  States,  work- 
ers' songs  have  been  written  and  sung.  Many  of  them  are 
anonymous.  Other  song  writers  stand  out,  like  Ella  May 
Wiggins  of  Gastonia,  who  was  shot  and  killed  during  the 
strike  in  1929,  and  Aunt  Molly  Jackson  of  Kentucky,  whose 
songs  will  be  sung  as  long  as  there  are  miners.  (A  Footnote 
to  Folly:  Reminiscences  of  Mary  Heaton  Vorse.) 
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The  question  of  how  creative  forces  can  be  organized 
today  in  defense  of  the  America  of  creative  work,  and 
with  the  widest  support  from  the  American  people,  is 
the  decisive  issue  of  the  hour  for  this  nation.  The  task  is 
one  that  is  laid  primarily  upon  our  farmers  and  organized 
workers.  The  latter  are  as  yet  a  minority  even  among  in- 
dustrial workers.  In  the  population  as  a  whole,  they  are  a 
very  small  group  indeed.  The  role  of  the  trade  unions  in 
the  present  life  of  America  is  not  understood  among  the 
large  middle  class  nor  even  among  the  farmers,  and  least 
of  all  is  it  understood  by  professional  workers  and  tech- 
nicians. Perhaps  a  majority  of  our  people  are  still  un- 
sympathetic or  even  antagonistic  toward  trade  unions.  As 
to  the  potential  function  of  organized  workers  in  the  de- 
velopment of  Creative  America,  only  a  few  of  the  workers 
themselves  have  a  clear  concept.  Obviously,  their  leader- 
ship will  not  commend  itself  until  there  is  a  more  general 
understanding  of  the  reasons  for  it  that  lie  in  America's 
attitude  toward  work.  It  may  be  helpful  to  look  critically 
at  this  attitude,  to  place  the  trade  union  against  the  back- 
ground of  our  traditional  ideas  of  work  and  its  rewards, 
and  to  recognize  the  reasons  for  the  antagonisms  that 
have  arisen  because  of  actual  conflicts  of  interest. 

From  the  beginning  of  American  history,  there  can 
have  been  no  doubt  that  ultimately  in  the  New  World  the 
creative  force  which  made  possible  the  opening  of  the  con- 
tinent would  triumph  over  the  possessive  force  in  the 
critical  moment  when  the  two  could  no  longer  co-exist 
without  detriment  to  creative  work.  Work  is  the  genius  of 
America.  The  Empire  Builders  have  had  their  influence 
with  the  people,  to  the  extent  that  they  could  show  results 
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in  the  actual  construction  of  railroads,  machinery  and 
equipment  for  expanding  industry.  The  people  have  al- 
ways been  critical  of  the  financier  and  the  speculator. 
Efforts  to  establish  centralized  banking  under  private  con- 
trol have  aroused  popular  opposition  5  and  political  dema- 
gogues have  always  been  able  to  gain  popularity  by  play- 
ing upon  this  latent  antagonism,  particularly  among  the 
farmers  of  the  West,  but  also  increasingly  among  indus- 
trial workers.  Though  Americans  are  commonly  accused 
of  valuing  nothing  so  highly  as  "making  money,"  in  real- 
ity this  has  been  merely  the  natural  acceptance  by  them 
of  the  "rules  of  the  game"  in  the  economic  system  in 
which  they  are  at  work.  Intuitively  the  people's  respect 
has  been  given  genuinely  to  the  work  itself  and  to  real 
achievement,  particularly  in  technical  advance.  The  rich 
and  powerful  are  not  our  heroes.  We  admire  action, 
initiative  and  work. 

This  can  only  mean  that  we  do  not  glorify  the  heroes 
of  force  and  possession.  Spengler's  idea  is  not  American. 
"Little  as  one  knows  of  events  in  the  future,"  he  writes, 
".  .  .  so  much  is  certain:  the  forces  which  will  sway  the 
future  are  no  other  than  those  of  the  past.  These  forces 
are:  the  will  of  the  Strong,  healthy  instincts,  race,  the 
will  to  possession  and  power  j  while  justice,  happiness,  and 
peace — those  dreams  which  will  always  remain  dreams — 
hover  ineffectively  over  them."  (The  Hour  of  Decision, 
p.  8.)  Therein  speaks  the  German  who  puts  forward  a 
romantically  unreal  concept  of  personal  possession  and  na- 
tional or  racial  will  to  power  in  an  effort  to  combat  this 
very  romanticism  in  his  fellow  countrymen.  Spengler  has 
said  to  Germany  today:  "Human  history  is  war  history." 
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In  America  the  word  is  rather:  Human  history  is  work 
history.  The  American  people  would  certainly  not  give 
their  votes  or  their  approval  to  one  who  voiced  such  ideals 
and  ambitions ;  they  would  recognize  them  as  belonging  to 
Europe's  past.  On  the  contrary,  we  in  the  New  World 
give  our  admiration  to  an  Edison  whose  wizardry  in  his 
laboratory  has  made  electricity  a  commonplace  in  every 
man's  homej  to  a  Ford,  not  because  he  is  rich,  but  in  spite 
of  it,  and  because  he  invented  and  made  an  automobile 
for  the  masses  j  and,  on  a  higher  plane  to  a  Lincoln  who 
displayed  no  personal  ambition  for  power,  but  who  spoke 
for  the  common  people  and  dedicated  his  life  to  their 
democratic  government. 

It  is  because  we  are  coming  more  and  more  to  doubt 
the  political  war-cries  of  our  own  statesmen  that  we  in 
America  are  suffering  today  from  disillusionment  with  our 
government.  Those  who  seek  our  votes  and  our  applause, 
while  they  may  assure  us  that  their  aim  is  to  restore  the 
freedom  of  individual  competition  and  to  give  to  every 
man  the  opportunity  to  succeed  in  business,  do  not  talk 
about  the  world-wide  deals  of  big  business  nor  the  am- 
bitious plans  of  a  new  "holding"  company.  They  carefully 
conceal  their  own  "will  to  power"  which  Spengler  ad- 
mires. They  tell  us,  on  the  contrary,  of  their  high  patrio- 
tism, of  their  adherence  to  our  traditional  virtues.  They  do 
not  yet  sense  how  ominous  is  the  present  lack  of  en- 
thusiasm on  the  part  of  the  American  voter.  Americans 
are  listening  without  conviction  to  politicians  who  are  al- 
ready forsworn  as  the  spokesmen  for  special  interests,  and 
they  await  the  more  authentic  call  of  a  leader  who  can 
restore  their  faith  in  Creative  America. 

This  leadership  is  not  likely  to  be  given  by  an  indivi- 
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dual,  but  by  the  whole  body  of  workers,  whose  leaders 
will  be  the  product  of  the  mass  movement  while  giving 
guidance  to  the  masses.  Such  a  mass  movement  is  today 
checked  by  the  forces  which  periodically  interrupt  and 
even  destroy  productive  work.  These  we  have  identified 
as  the  possessive  forces.  We  have  seen  them  in  action  in  the 
thwarting  of  democracy  in  government  j  as  ownership 
changing  its  form  into  concentrated  control  j  in  the  selfish 
obstructions  by  big  business  and  the  restrictions  put  upon 
production  to  save  profits  j  in  the  threat  of  the  organized 
corporations  to  take  away  liberty  of  speech  from  the  peo- 
ple, lest  the  program  of  monopoly  be  interfered  with  by 
popular  legislation  j  in  the  inevitable  paradox,  under  these 
circumstances,  of  "poverty"  as  an  accompaniment  of 
"progress"  -y  in  the  social  disintegration  which  gives  rise  to 
crime;  in  racial  exploitation  and  racial  conflicts  within  our 
own  nation  j  and  finally  in  war  and  threats  of  war  with 
other  nations. 

These  conditions  and  their  underlying  causes  must  be 
dealt  with  first  and  soon,  if  America's  creative  forces 
are  to  be  defended  and  released.  America  cannot  simply 
draw  a  blue  print  of  the  future,  on  the  basis  of  its 
productive  capacity,  though  the  drawing  of  a  blue  print 
has  its  influence  in  educating  the  people.  The  immediate 
task  is  to  organize  the  forces  capable  of  taking  action  on 
these  present  national  problems,  and  first  of  all  to  keep 
intact  the  liberties  which  permit  the  people  to  act. 

The  fact  is  that,  though  the  problem  of  utilizing  the 
resources  of  a  wealthy  nation  seems  so  easy  and  the  form- 
ula so  simple  for  releasing  productive  capacity  for  use,  the 
action  is  difficult  because  it  involves  changes  in  the  present 
"rules  of  the  game"  and  because  it  demands  of  leadership 
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in  the  present  order  the  surrender  both  of  possession  and 
of  power.  Change  is  a  process,  not  a  formula.  It  is  going 
on  now,  while  we  discuss  formulas.  Our  future  is  being 
shaped  daily.  If  the  process  is  to  be  made  creative,  it  must 
be  consciously  molded  by  the  people. 

America  is  predominantly  a  nation  of  workers.  Of  every 
100  men  and  boys  over  ten  years  of  age,  76  are  "gainful 
workers,"  as  the  census  defines  all  who  work  for  income. 
Of  the  women  and  girls  in  these  age  groups,  22  in  every 
100  are  employed.  Were  housewives  to  be  counted,  as  they 
should  be,  since  they  are  workers  though  unpaid,  women's 
proportion  in  the  group  would  become  much  larger.  In 
1930  the  total  population  was  counted  as  122  million,  of 
whom  48  million  were  employed.  The  major  occupations 
were  manufacturing  and  mechanical  industries,  employing 
14  million,  and  agriculture  with  10  million.  Of  every  100 
workers  in  the  population,  29  were  in  manufacturing  and 
mechanical  industries,  22  in  agriculture,  12  in  trade,  10  in 
domestic  and  personal  service,  nine  in  clerical  occupations, 
eight  in  transportation  and  communication,  seven  in  pro- 
fessional services,  two  in  mining,  two  in  public  service  5 
and  one  in  200  in  forestry  and  fishing.  (United  States 
Census  of  1930,  General  Report  on  Occupations  y  pp.  37, 
39  j  figures  changed  to  round  numbers.) 

These  men  and  women  of  many  lands  and  races  who 
as  workers  have  built  America  and  are  contributing  to 
its  daily  living  are  not  an  undifferentiated  "labor  force." 
They  are  our  friends  and  neighbors — the  people  living  on 
the  next  farm,  on  the  streets  of  our  small  towns  and  cities. 
They  are  steel  workers,  iron  molders  and  machine 
builders j  farmers,  lumber  workers  and  miners;  railroad 
engineers,  seamen  and  longshoremen  j  or  they  are  in  pro- 
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fessional  services,  clerical  occupations,  or  domestic  work. 
There  are  differences  in  these  occupations,  in  the  degree 
of  cohesion  of  the  workers,  the  size  of  the  group  that 
habitually  works  together  in  the  process,  and  the  environ- 
ment in  which  they  live.  Different  sections  of  the  country 
represent  different  periods  of  economic  and  social  devel- 
opment. The  plantations  of  the  South,  with  some  remnants 
still  of  feudalism — yet  with  a  difference,  as  in  the  posi- 
tion of  the  "share  croppers" — are  altogether  dissimilar  to 
the  dairy  farms  of  the  Northeast  and  the  wheat  farms 
of  the  West  with  their  highly  developed  mechanization. 
Their  economic  status  is  also  different,  though  in  all  oc- 
cupations there  is  a  large  concentration  in  the  low-income 
groups.  The  possessors  are  few,  and  those  who  control 
possession  are  even  fewer,  but  they  are  powerful. 

The  organization  of  labor  in  trade  unions  has  been  con- 
centrated for  the  most  part,  in  manufacturing  and  me- 
chanical pursuits  and  in  transportation,  particularly  among 
the  railroad  workers,  though  seamen  and  longshoremen 
are  also  important  organized  groups.  In  agriculture,  or- 
ganization tends  to  express  itself  politically  or  Tn  the  form 
of  producers'  co-operatives.  For  the  other  occupational 
groups,  consumers'  co-operatives  constitute  the  only  con- 
spicuous form  of  organization. 

The  center  of  organized  workers'  action  is  historically 
as  well  as  practically  the  trade  union.  Numerically  small, 
its  potential  power  is  far  greater  than  the  numbers  who 
join  the  unions.  In  American  history  the  trade-union  move- 
ment has  seemed  often  to  be  not  continuous,  but  a  series 
of  episodes.  At  times,  usually  in  industrial  depressions, 
labor  turns  to  political  action.  As  business  revives,  the 
unions  become  active  in  the  economic  struggle,  trying  to 
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raise  wages  or  prevent  wage  cuts  at  a  time  of  rising  cost 
of  living.  The  business  cycle,  as  in  so  many  other  aspects 
of  American  life,  determines  the  immediate  objectives  of 
the  labor  movement.  It  also  causes  its  strength  to  vary. 
Unemployed  workers  cannot  continue  to  pay  dues  to  trade 
unions,  and  in  general  the  unions  have  not  assumed 
the  task  of  organizing  the  unemployed  even  in  their 
own  groups.  Therefore  recurrent  depressions  periodically 
weaken  workers'  organizations,  while  at  the  same  time 
permitting,  in  the  downward  course  of  recession  of  busi- 
ness, the  reduction  of  wages  and  the  consequent  under- 
mining of  the  status  of  labor. 

Here  is  the  picture  of  trade  unions  in  the  panic  of  1837 
as  given  by  John  R.  Commons: 

With  the  first  descent  of  the  panic  in  1837,  the  labor  move- 
ment was  crushed  out  of  existence.  The  local  societies,  the  city 
assemblies,  the  national  federation  of  assemblies  and  locals,  and 
the  national  trade  unions  disappeared.  With  them  went  their 
official  organs,  the  newspapers  they  had  started  for  the  purpose 
of  agitation  and  for  carrying  news  of  interest  to  their  mem- 
bers. (History  of  Labour  in  the  United  States,  Vol.  I,  p.  456.) 

Commenting  on  this  description,  Charles  A.  Beard  says: 

On  the  margin  before  the  depression,  sunk  into  the  abyss 
during  the  depression,  labor  sought  relief  in  politics  without 
avail  and  then  seems  to  have  contented  itself  mainly  with  cries 
of  despair.  Black  was  the  night  for  those  who  toiled.  ("Finding 
Safety  in  the  Future,"  Today,  May  26,  1934.) 

Thus  labor  early  experienced  the  destructive  effects  of 
a  panic  on  its  organizations.  Dr.  Beard  has  also  this  to  tell 
of  the  period:  "One  New  York  judge,  in  imposing  sen- 
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tences  on  trade-union  leaders,  informed  them  that  any 
honest  laborer  might  become  an  employer  and  that  their 
agitations  were  due  to  the  wiles  of  foreigners.'  " 

More  substantial  than  the  hope  of  becoming  an  em- 
ployer was  the  opening  of  the  public  domain.  The  Home- 
stead Act,  passed  in  1862,  had  been  vetoed  in  1860  by 
President  Buchanan  on  the  ground  that  it  resembled 
radical  doctrines  then  prevalent  in  Europe.  To  the  workers 
of  America  its  enactment  into  law  came  as  a  victory  in  their 
organized  demand  for  access  to  the  land.  In  a  measure, 
however,  it  was  a  factor  in  preventing  the  labor  movement 
of  the  United  States  from  adopting  a  far-reaching,  co-ordi- 
nated program  for  the  workers.  Migration  from  one  part 
of  the  country  to  another  and  large  accessions  to  the  work- 
ing population  through  immigration  from  Europe,  to- 
gether with  the  possibility  of  moving  from  industry  to 
agriculture,  enabled  the  more  aggressive  workers  to  find 
their  own  special  solutions  for  their  individual  problems, 
instead  of  accepting  the  conditions  of  work  as  essentially 
permanent,  to  be  dealt  with  by  a  persistent  program 
of  action.  "So  vast  is  the  territory  of  North  Amer- 
ica," wrote  Franklin,  "that  it  will  require  many  ages  to 
settle  it  fully ;  and  till  it  is  fully  settled,  labor  will  never 
be  cheap  here,  where  no  man  continues  long  to  labor  for 
others."  (Quoted  in  Beard,  The  Rise  of  American  Civili- 
zation, Vol.  I,  p.  1 08.) 

No  one  can  read  American  history  and  believe  that  the 
American  labor  movement  has  not  been  aggressive  or  class- 
conscious  in  its  action.  As  early  as  1 799,  Philadelphia  shoe- 
makers organized  a  union  and  struck  against  their  em- 
ployers. By  the  third  decade  of  the  nineteenth  century, 
unions  numbered  53  in  Philadelphia,  52  in  New  York, 
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23  in  Baltimore  and  16  in  Boston,  and  women  workers 
were  beginning  to  form  organizations,  especially  in  the 
textile  industry.  In  1 834,  in  the  hope  of  forming  a  national 
organization,  a  general  convention  of  local  unions  was 
called  in  New  York,  "to  unite  and  harmonize  the  efforts 
of  all  the  productive  classes  of  the  country."  (Ibid.y 
p.  645.)  A  labor  press  had  a  strong  influence  in  the  1830'$, 
and  independent  political  action  resulted  in  the  nomination 
and  election  of  labor  candidates  in  New  England  and  the 
middle  states,  leading  to  the  enthusiastic  though  exag- 
gerated statement  in  a  Philadelphia  newspaper  in  1829 
that  "  'the  balance  of  power  has  at  length  got  into  the 
hands  of  the  working  people  where  it  properly  belongs.'  " 
(Ibid.,  pp.  646-47.) 

Nevertheless,  despite  instances  of  vigorous  action  and 
the  ferment  of  thought  among  the  workers,  repeated 
attempts  to  form  strong  national  organizations  failed. 
Evidently  there  was  too  little  stability  even  in  the  loca- 
tion of  industries  in  the  rapidly  expanding  productive  sys- 
tem to  permit  permanence  in  organization.  Finally,  after 
several  attempts,  the  American  Federation  of  Labor  got 
its  start  in  1886.  Strikes  of  steel  workers  in  1892  and  1919, 
of  railroad  workers  in  1894,  and  of  the  miners  in  the 
anthracite  coal  industry  in  1902  stand  out  in  the  history 
of  labor  as  demonstrations  of  the  will  and  purpose  of  the 
workers  of  America  to  act  together.  Even  when  a  strike 
is  successful,  gains  won  may  not  be  held,  if  the  organiza- 
tion has  not  succeeded  in  establishing  a  permanent  status. 
But  whether  defeated  or  victorious,  the  joint  action  of  the 
workers  was  prophetic  of  the  coming  power  of  leadership. 

The  economic  crisis  of  1929  was  a  common  experience 
which  spread  throughout  the  whole  working  class  in  the 
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United  States.  Mass  unemployment  on  an  unprecedented 
scale  pressed  with  crushing  weight  upon  the  standards  of 
living  of  the  workers  and  brought  them  to  face  the  pros- 
pect of  a  permanent  status  with  no  public  domain  left  to 
which  to  escape,  and  with  nothing  to  do  about  it  except 
to  get  together  and  stand  for  their  common  interests.  The 
drive  against  trade  unions,  which  had  been  relentlessly 
promoted  by  the  largest  corporations  in  the  country  in  the 
decade  following  the  World  War,  increased  the  workers' 
conviction  that  organization  was  necessary. 

The  labor  movement  is  molded  first  by  the  technical 
developments  which  determine  the  basis  for  organization, 
whether  skilled  craftsmanship  or  mass  formation  in  the 
mass  production  industries.  Though  the  miners,  whose 
organization  was  industrial  in  character,  including  all 
workers  in  the  industry,  were  a  strong  factor  in  the  growth 
of  the  labor  movement,  as  demonstrated  in  the  strike  of 
1902,  yet  it  was  in  craft  unionism  that  national  organiza- 
tion found  the  strength  for  growth. 

Craft  unionism  signifies  an  organization  made  up  of 
workers  who  have  skill  to  sell.  Therefore  they  can  bargain 
with  their  employers  for  wages,  hours,  and  conditions  of 
labor.  The  employer  will  grant  them  concessions  for  the 
quid  pro  quo  of  working  without  the  interruption  of 
strikes.  On  this  basis  of  bargaining  with,  while  accepting 
the  capitalist  system  and  becoming  a  factor  in  it,  the  trade 
unions  of  America  developed  a  philosophy  of  co-operation 
which  advocated  keeping  out  of  the  labor  movement  all 
issues  concerning  politics  or  the  economic  system  which 
might  divide  the  ranks  of  the  skilled  workers.  In  time, 
craft  unionism  divided  the  ranks,  but  it  had  also  its 
elements  of  strength. 
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Such  a  program  is  based  upon  exclusive  organization  in 
units  centering  around  a  common  craft  skill,  rather  than 
an  inclusive  movement  aiming  to  unify  a  whole  class.  It 
has  been  inevitable  that  a  labor  movement  largely  consti- 
tuted by  a  federation  of  crafts  should  be  indifferent  to  the 
organization  of  women  in  industry,  keeping  them,  more- 
over, out  of  skilled  trades  by  restrictions  upon  apprentice- 
ship y  and  that  ultimately  the  trade  unions  should  favor 
restrictions  on  immigration  and  that  they  should  exclude 
Negro  workers  from  membership,  in  the  hope  of  barring 
them  also  from  the  trades  in  which  they  would  be 
regarded  as  competitors. 

Craft  unionism,  moveover,  becomes  an  anomaly  under 
conditions  of  mass  production  which  largely  eliminate  skill, 
and  it  is  easy  to  see  why  a  labor  movement  of  the  craft 
type  and  with  the  concept  of  bargaining  as  part  of  the 
business  of  capitalist  industry  should  fail  to  organize  the 
workers  engaged  in  mass  production.  Notable  is  the  prob- 
lem of  the  machinists  in  adapting  their  union  to  the  ma- 
chine operators  in  the  mass  production  industries,  whose 
skill  is  less  but  who  would  bring  great  accessions  of 
strength  to  the  machinists'  union.  The  development  of  ma- 
chinery lessens  the  need  for  skilled  machinists  in  many 
trades  j  and  although  they  are  still  needed  to  take  care 
of  machines,  in  some  industries  they  are  widely  scattered 
over  many  workshops.  Under  these  circumstances,  unless 
they  can  be  associated  with  fellow  workers  for  the  same 
employer,  they  can  have  little  influence  in  an  organized 
way  upon  the  conditions  of  their  work;  and  the  un- 
skilled workers  suffer  from  the  lack  of  their  support 
in  the  same  union.  Thus  industrial  unionism,  which 


324  CREATIVE     AMERICA 

includes  all  workers  of  all  occupations  employed  in  the 
same  industry,  is  the  logical  counterpart  of  mass  produc- 
tion. 

The  collective  association  of  workers  in  production, 
which  the  division  of  labor  in  the  factory  system  inaugu- 
rated, has  been  emphasized  and  extended  by  mass  produc- 
tion. The  very  forces  which  have  made  the  role  of  the 
trade  unions  more  difficult  in  the  United  States — the  in- 
creasing size  of  establishments,  the  aggregation  of  labor 
forces  employed  by  a  single  corporation,  mechanization, 
and  in  general  the  development  of  mass  production — have 
all  laid  the  basis  for  inclusive  workers'  organization  and 
united  action. 

The  history  of  the  labor  movement  in  the  United 
States  shows  fluctuations  in  strength  of  organization  and  in 
policy.  The  key  to  an  understanding  of  its  development 
must  be  found  in  the  conflicts  which  mark  its  history  as 
against  the  organizations  representing  capital.  These  con- 
flicts are  the  second  great  formative  influence  in  the  move- 
ment. Indeed  the  history  of  monopoly  in  the  United 
States  is  at  the  same  time  a  history  of  opposition  to  trade 
unions,  which  has  simultaneously  stimulated  organization 
and  checked  its  continuous  development.  In  this  con- 
flict the  position  taken  by  government  determines  the  in- 
terest of  the  trade  unions  in  political  action.  It  has  been 
the  experience  of  the  recent  past  that  the  economic  situa- 
tion and  the  policy  of  the  government,  both  in  benefiting 
and  in  disillusioning  the  workers,  have  alike  tended  to 
bring  about  greater  unity  of  action  on  their  part.  In  turn, 
this  lays  upon  the  trade  union  movement  the  obligation  to 
give  leadership  in  new  forms  of  organization,  expressive 
of  a  new  consciousness  of  unity. 
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Division  of  labor  in  the  factory  system  of  the  modern 
monopolistic  economy  has  necessitated  unity  of  workers 
associated  together  in  co-ordinated  processes.  In  the  very 
technique  of  production  is  laid  the  basis  for  workers' 
organization  for  action  in  their  common  interests.  Uni- 
formity and  standardization  imposed  by  technical  and 
economic  requirements  are  ties  of  common  experience  bind- 
ing men  together  in  the  human  relations  of  the  workshop. 
Constantly  the  effort  of  management  is  to  level  out  differ- 
ences, to  bring  all  workers  to  the  speed  of  the  quickest,  to 
pay  all  at  the  rate  which  the  least  insistent  or  the  most 
needy  will  accept.  Workers  thus  treated  alike  naturally 
react  alike  and  come  easily  to  the  conclusion  that  "an 
injury  to  one  is  the  concern  of  all." 

Common  action  on  such  a  grievance  is  a  symptom  of  a 
conflict  of  interest  between  the  employer  and  the  worker  -y 
it  constitutes  also  a  possible  challenge  to  management's 
right  to  control  the  labor  force  by  imposing,  without  con- 
sulting labor,  the  rules  and  regulations  for  the  processes 
of  associated  work.  The  productive  process  requires  a  dis- 
ciplined labor  force,  and  the  division  of  authority  implied 
in  a  workers'  organization  strong  enough  to  control  the 
common  interests  of  its  members  is  not  considered  com- 
patible with  the  disciplined  co-ordination  of  the  factory 
system.  Control  rests  with  ownership  j  and  unless  owners 
and  workers  be  identical,  the  workers'  relation  to  the 
process  must  be  either  complete  conformity,  or  the  with- 
holding of  labor,  which  is  a  negative  protest,  not  a  posi- 
tive sharing  in  management.  Hence  arises  the  conflict 
between  the  worker  as  part  of  the  labor  force,  and  the 
power  of  the  system  highly  regimented  by  technical  re- 
quirements and  concentrated  in  a  control  which  resists  all 


326  CREATIVE     AMERICA 

organization  by  workers.  The  individual,  as  part  of  the 
working  class,  is  able  to  protect  himself  as  a  worker  only 
to  the  extent  that  the  organization  of  which  he  is  a  part 
may  have  the  power  to  interrupt  production. 

Against  this  interruption  through  strikes  or  protests  are 
always  arrayed  the  powerful  forces  of  ownership.  The 
power  of  ownership  is  potent  so  long  as  production  is 
restricted  enough  to  leave  a  substantial  number  of  work- 
ers unemployed,  and  the  level  of  wages  lowered,  as  in 
periods  of  depression.  The  power  of  ownership  is  further 
exercised  in  disciplining  the  workers  in  society  as  well  as 
in  the  factory,  lest  through  political  action,  particularly 
in  a  democracy,  the  workers  should  be  moved  to  challenge 
the  right  of  management  to  decide  the  terms  of  employ- 
ment. 

Issues  involving  questions  of  organization,  and  espe- 
cially the  controversy  between  craft  unionism  and  in- 
dustrial unionism,  were  being  raised  among  the  workers  of 
the  United  States  with  increasing  insistence  before  the 
industrial  depression  of  1929.  It  was  due  partly  to  the 
failure  of  the  labor  movement  to  deal  with  these  issues 
that  the  company  union  gained  such  headway  in  the  1920*8 
and  the  early  1 930*8.  As  the  name  given  it  by  the  trade 
unions  implied,  it  was  the  device  of  corporations  to  give  the 
workers  a  substitute  for  unionism  without  its  power  5  but 
in  its  inclusive  plan  of  organization  it  was  also  a  challenge 
to  craft  unionism.  The  company  union  was  organized  to 
include  all  workers  in  a  given  establishment.  Under  craft 
unionism,  in  some  industries  one  establishment  might 
easily  have  twenty  or  more  crafts  requiring  negotiations 
and  agreements  with  as  many  unions,  if  collective  bar- 
gaining were  to  be  accepted  by  the  employer.  This  was  a 
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weakness  for  the  workers  and  a  nuisance  to  the  manage- 
ment. 

Aside,  therefore,  from  the  fact  that  the  company  union, 
or  employes'  representation,  as  the  employers  have  called 
it,  was  found  to  be  an  effective  excuse  for  not  dealing  with 
trade  unions,  it  also  made  its  appeal  on  the  ground  that  it 
enabled  the  workers  of  a  given  establishment  to  deal  as  a 
unit  with  their  employer.  To  be  sure,  the  unity  under  a 
company  union  was  divided  in  different  departments,  and 
the  workers  had  neither  a  treasury  nor  contacts  with  work- 
ers in  other  establishments  in  the  industry.  Therefore  it 
could  hardly  be  called  unity  for  the  workers.  But  it  had 
enough  semblance  of  unity  to  win  assent,  especially  from 
many  workers  who,  due  to  the  failure  of  the  American 
Federation  of  Labor  to  organize  them,  had  had  no  expe- 
rience in  trade  unions. 

A  third  decisive  influence  in  the  development  of  the 
labor  movement  is  the  attitude  of  government,  which  has 
tended  to  support  property  interests  in  time  of  strikes. 
Strikes  in  the  United  States  have  been  battles  in  every 
sense  of  the  word.  State  militia  and  national  troops  have 
been  called  into  action,  usually  not  because  the  workers 
were  violent  or  threatening  violence,  but  as  a  means  of 
terrorizing  them  and  breaking  up  their  organization. 
Moreover,  the  state  actually  sanctions  the  use  of  armed 
forces  by  industrial  corporations.  The  policy  of  deputizing 
sheriffs  privately  paid  by  corporations  is  one  of  the  forms 
taken  by  this  governmental  sanction  of  violence  against 
the  labor  movement.  Through  injunctions,  through  denial 
of  civil  liberties,  imprisonment  of  leaders  and  enactment 
of  criminal  syndicalist  laws,  this  action  of  government 
represents  a  force  against  trade  union  organization. 
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Use  of  injunctions  has  deepened  the  impression  that 
an  alliance  existed  between  government  and  employers. 
An  employer  could  secure  from  a  court  an  order  to  trade 
unions  to  refrain  from  activities,  such  as  mass  picketing, 
which  were  essential  to  the  unions  and  which  were  banned 
on  the  pretext  that  they  injured  the  employer's  property. 
Thereafter,  merely  to  engage  in  such  an  activity,  though 
it  harmed  neither  person  nor  property,  could  be  regarded 
as  contempt  of  court,  punishable  without  trial  by  jury. 
These  were  unifying  experiences,  as  was  also  the  long 
struggle  to  secure  legislation  which  would  do  away  with 
the  misuse  of  the  injunction,  and  the  difficulty  thereafter 
in  getting  the  new  law  enforced  consistently,  and  extended 
by  the  necessary  legislation  in  the  states. 

From  time  to  time  a  truce  has  been  declared,  as  during 
the  World  War,  when  labor's  "co-operation"  was  sought. 
Again,  in  1930,  President  Hoover  called  upon  labor  not 
to  strike,  and  upon  employers  not  to  lower  wages.  Simi- 
larly, President  Roosevelt  in  1933  asked  for  co-operation, 
recalling  explicitly  the  part  taken  by  the  labor  movement 
during  the  period  of  the  war. 

With  the  passage  of  the  National  Industrial  Recovery 
Act  in  1933,  labor  believed  that  the  right  to  bargain  col- 
lectively, so  long  resisted  by  the  dominant  corporations  of 
America,  was  at  last  clearly  established  and  that  difficulties 
imposed  by  the  refusal  of  employers  to  deal  with  the 
unions  and  by  the  use  of  governmental  agencies  to  restrict 
their  activities  were  now  at  an  end.  Many  workers  joined 
unions,  including  the  supposedly  unorganizable  men  and 
women  in  mass  production  industries.  Having  organized, 
however,  they  found  themselves  face  to  face  with  an  un- 
changed policy  in  industry.  Collective  bargaining  was  to 
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be  fulfilled  by  the  extension  of  employes'  representation 
plans,  or  company  unions,  which  at  once  indicated  to  the 
trade  unions  that  they  were  to  be  denied  the  benefits  which 
they  supposed  the  new  legislation  had  given  them. 

Little  by  little,  in  the  many  strikes  of  1933-1935,  labor 
was  disillusioned  also  by  the  failure  of  political  leaders  to 
fulfil  the  promises  implied  both  in  official  statements  and 
in  the  law  itself.  Labor's  disillusionment  led  often  to  such 
unusual  united  action  as  the  general  strike,  which  in  San 
Francisco  in  the  summer  of  1934  challenged  the  attention 
of  the  whole  country.  This  strike  originated  in  the  de- 
mands of  the  longshoremen  for  fulfilment  of  the  promises 
of  the  National  Industrial  Recovery  Act.  Because  this 
was  an  issue  common  to  all  workers,  the  longshoremen 
won  the  support  of  the  entire  labor  movement  in  the 
community. 

The  general  strike  as  a  method  is  a  long  way  from  the 
bargaining  philosophy  of  the  craft  union  dealing  through 
its  "business  agent"  with  its  employers  for  the  making  of 
a  contract.  When  the  workers  in  all  industries  in  a  com- 
munity undertake  to  withhold  their  services,  they  are  ex- 
pressing unified  demands  which  give  evidence  of  a  basis 
for  united  challenge  to  business  leadership  as  a  whole.  A 
general  strike  dramatizes  a  conflict  of  interest  which 
divides  the  working  class  from  the  employing  class,  while 
at  the  same  time  it  affects  the  whole  community  so  vitally 
as  to  lead  to  an  alignment  of  forces  on  one  side  or  the 
other.  The  importance  of  public  support  in  a  conflict  be- 
tween labor  and  capital  is  always  recognized,  and  both 
sides  seek  to  secure  it. 

The  argument  used  by  employers  to  convince  the  public 
that  trade  unions  are  acting  against  the  public  interest  was 
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illustrated  by  a  cartoon  in  the  Los  Angeles  Times  of  May 
31,  1934.  The  owners  of  this  newspaper  have  been  bitter 
opponents  of  trade  unions.  The  cartoon  pictures  American 
business  as  a  tree  with  spreading  branches.  Its  fruit  ap- 
pears in  five  white  balls  of  uncertain  botanical  family. 
Three  of  them  are  labeled,  with  a  word  on  each,  "Fruits 
of  Industry."  On  each  of  the  remaining  two  is  a  dollar 
sign.  It  is  to  be  wondered,  by  the  way,  whether  the  car- 
toonist was  also  an  economist,  labeling  with  the  dollar  sign 
the  "fruits"  of  industry  which  are  claimed  for  capital.  The 
actor  in  the  picture  is  a  vigorous,  pugnacious-looking  work- 
man wielding  an  axe  labeled  "Strike,"  which  has  already 
cut  half  through  the  trunk  of  the  tree  called  "American 
Business."  He  is  pictured  as  saying:  "Pm  going  to  get 
mine!"  And  the  whole  is  entitled  "Striking  Philosophy!" 
Thus  it  is  that  workers'  organization  and  workers'  action 
are  pictured  today  in  the  employers'  press  as  destructive 
of  business  and  therefore  a  menace  to  society. 

As  a  matter  of  fact,  every  strike  is  a  sign  that  conflicting 
interests  exist  in  the  production  mechanism  which  have  not 
been  settled  within  the  production  process.  The  attempt  is 
made  to  settle  them  by  interrupting  the  process.  American 
trade  unions  have  had  as  their  purpose  in  such  interrup- 
tions of  work  the  establishment  of  agreements  with  em- 
ployers which,  when  accepted,  have  constituted  a  kind  of 
industrial  government.  The  analogy  has  been  carried  far 
in  some  instances,  in  the  establishment  of  machinery  for 
settlement  of  grievances  and  for  their  appeal  from  one 
joint  group  to  another  until  finally,  if  necessary,  they  are 
arbitrated  by  a  process  provided  for  in  the  agreement. 
Illustrations  of  this  kind  can  be  found  in  a  number  of 
industries,  but  the  coal  industry  and  the  garment  trades 
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may  be  mentioned  particularly  as  examples  both  of  a  phi- 
losophy and  a  procedure.  Nevertheless  the  experience 
under  these  agreements  shows  that,  though  they  may  do 
much  to  apply  the  rules,  they  cannot  reconcile  fundamen- 
tally the  claim  of  workers  for  higher  wages  and  the  claim 
of  owners  for  profits  -y  nor  the  underlying  struggle  for  the 
power  to  decide  these  vital  issues. 

Perhaps  the  controlling  factor  in  our  society  today  is 
this  conflict  between  interests.  We  cannot  act  together, 
either  through  government  or  voluntarily,  because  our  in- 
terests diverge.  Employers,  investors,  consumers,  indus- 
trial workers,  farmers,  middle-class  tradesmen  and  profes- 
sional workers — these  have  separate  interests.  To  the 
farmer  desiring  cheap  transportation,  it  is  easy  to  make 
it  appear  that  high  wages  to  railroad  labor  take  a  toll  from 
his  income.  Consumers  wanting  low  prices  believe  their 
interests  to  be  jeopardized  by  strikes  and  by  successful 
trade-union  demands  for  higher  rates  of  pay.  Industrial 
workers  and  consumers,  in  whose  budgets  food  is  a  large 
item,  object  to  high  prices  for  agricultural  products.  Mid- 
dle-class tradesmen  and  small  business  men  tend  to  ally 
themselves  with  big  business  against  the  demands  of  or- 
ganized workers,  though  in  some  working-class  communi- 
ties the  tradesman  recognizes  the  value  to  him  of  wage- 
earners'  purchasing  power.  On  what  basis,  then,  can  these 
groups  unite  for  action  on  the  common  problem  of 
insecurity? 

The  basis  for  unity  lies  in  the  common  and  vital  need 
to  utilize  America's  resources  for  achieving  social  security. 
Natural  resources  and  the  productive  equipment  which 
changes  them  into  products  for  usej  skilled  workers  and 
geniuses  in  scientific  discovery  and  technical  invention  are 
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to  be  found  today  in  the  United  States.  The  people's  use 
of  these  resources,  and  therefore  the  actual  productivity 
of  American  industry,  is  restricted  in  the  current  recessions 
of  "business"  and  in  the  lack  of  purchasing  power  by  the 
masses,  which  prevails  even  in  periods  of  prosperity. 

The  people's  need  of  these  resources  in  the  establish- 
ment of  a  higher  standard  of  living,  marked  also  by 
security  of  livelihood,  is  the  motive  for  action.  It  must  be 
recognized  at  the  outset,  however,  that  political  action  is 
made  difficult  by  the  gradual  changes  which  have  occurred 
in  the  direction  of  curbing  democratic  government.  The 
basis  for  recovery  of  democratic  rights  in  government 
must  be  found  in  the  centers  where  autocratic  economic 
control,  whence  springs  undemocratic  political  control,  is 
actually  challenged  by  the  workers  in  a  struggle  for 
democracy  in  industry. 

In  this  struggle  the  trade  unions  are  the  recognized 
leaders.  They  seek,  first  of  all,  "recognition,"  and  an  agree- 
ment which  gives  them,  on  behalf  of  the  workers,  a  voice 
in  determining  the  conditions  of  employment.  Through 
these  agreements  the  trade  unions  seek  to  preserve  and  to 
raise  the  basic  standards  of  living. 

The  corresponding  organization  of  the  farmers  has  a 
different  method,  because  the  problem  is  different.  For  the 
farmer,  the  development  of  co-operative  marketing  is  the 
essential  thing,  in  order  to  protect  the  price  level  which 
he  receives  for  his  product  against  the  downward  pressure 
of  wholesale  distributors  whose  interests  conflict  with  his. 
Closely  related  to  the  co-operative  marketing  of  the  farmer 
is  the  co-operative  movement  as  a  whole,  which  seeks  to 
eliminate  profits  in  the  interest  of  the  co-operators,  and 
to  dispense  with  absentee  ownership  in  favor  of  owner- 
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ship  by  consumers.  It  is  to  be  counted  as  one  of  the 
creative  forces  in  the  nation,  but  its  limitations  have  to 
be  recognized.  Functioning,  as  it  must,  in  the  present 
system,  it  comes  into  competition  with  other  industrial 
enterprises,  and  in  the  employment  of  labor  its  interests 
diverge  from  those  of  the  workers  exactly  as  do  those 
of  other  employers.  Hence  it  is  that  the  trade-union 
movement  apparently  has  to  stand  in  the  vanguard  in 
its  organized  effort  to  resist  the  forces  which  lower  the 
standards  of  living  of  its  members,  thereby  lowering 
the  standards  of  living  of  the  community  as  a  whole. 
It  can  be  mightily  reinforced,  both  in  economic  and  in 
political  action,  by  the  organized  farmers  and  by  the  co- 
operative movement,  when  its  members  become  conscious 
of  the  essential  identity  of  interest  of  consumers  with 
the  interests  of  the  workers. 

If,  however,  the  organized  industrial  workers  are  to  be 
leaders  in  developing  America's  creative  forces,  they  must 
become  conscious  of  the  importance  of  their  role.  This  is 
not  to  say  that  the  immediate  struggle  in  the  workshop 
against  the  lowering  of  wages  or  for  the  protection  of 
individuals  against  injustice  is  not  in  itself  important. 
Through  these  struggles  for  essential  justice  is  developed 
the  power  for  dealing  with  more  fundamental  questions. 
None  of  these  issues  should  be  allowed  to  go  uncontested. 
The  protection  of  human  rights  is  a  task  to  be  undertaken 
wherever  and  whenever  such  rights  are  in  jeopardy.  A 
trade-union  movement,  however,  which  is  content  with 
the  limited  objective  of  making  a  contract  for  higher  wages 
and  shorter  hours  for  its  own  members  alone  is  certainly 
not  conscious  of  its  more  dynamic  function  in  co-operation 
with  all  other  workers.  Nor  can  such  limited  action  pro- 
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tect  its  own  membership  against  the  larger  political  forces 
affecting  the  labor  movement.  Through  the  day-to-day 
struggle,  the  unions  are  becoming  more  and  more  con- 
scious of  this  need  for  united  action,  and  they  are  demon- 
strating their  capacity  for  it. 

America  cannot  wait,  however,  for  the  complete  con- 
sciousness of  the  labor  movement  before  other  groups  in 
the  community  take  their  stand  on  the  issues  of  today. 
Those  who  are  outside  either  the  employers'  group  or 
the  trade-union  movement  have  to  determine  their  atti- 
tude toward  the  forces  represented  by  these  two  contest- 
ants. The  demands  which  the  workers  are  making  can 
be  seen  more  and  more  clearly  to  be  the  struggle 
toward  industrial  and  economic  democracy.  In  such  a  pur- 
pose the  way  is  open  for  all  individuals  to  take  their  part, 
since  all  may  function  as  workers.  Once  they  identify 
themselves  as  such,  they  are  prepared  to  influence  the 
labor  movement  toward  a  larger  degree  of  consciousness 
of  the  wide  scope  of  its  obligation  to  society.  At  the  same 
time  it  is  possible  to  lessen  the  resistance  of  an  unthinking 
public  when,  by  allying  itself  against  the  workers,  it  is 
encouraging  the  forces  which  are  undermining  American 
democracy  by  concentrating  power  in  the  hands  of  the 
privileged  few. 

In  the  growing  consciousness  of  the  American  people 
as  to  the  significance  of  economic  developments  in  their 
own  nation,  contemporary  history  as  it  is  being  made  in 
other  countries  supplies  new  material  for  education.  No 
longer  need  we  theorize.  We  can  observe.  The  movements 
which  embody  the  theories  of  Fascism  and  of  Commu- 
nism have  actually  taken  shape  in  the  nations,  and  it  is 
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possible  to  draw  conclusions  as  to  their  results  and  their 
tendencies. 

It  has  been  the  underlying  assumption  of  this  book  that 
America  must  deal  here  and  now  with  its  own  develop- 
ments against  the  background  of  its  own  history  and  its 
own  patterns  of  thought  and  action.  Nevertheless  it  would 
not  be  intelligent  to  ignore  the  experience  of  other  nations 
and  the  light  which  it  throws  upon  the  tendencies  in  our 
own  country. 

Germany  and  Italy  have  abandoned  parliamentary  gov- 
ernment because  the  existing  capitalist  system  in  its  distress 
required  the  establishment  of  a  dictatorship  which  had  to 
destroy  all  possibility  of  popular  protests.  Germany,  with 
all  its  capacity  for  scientific  discovery,  is  now  in  the  grip 
of  force  and  is  turning  its  people's  thoughts  back  to  the 
Middle  Ages.  The  theory  of  "blood  and  soil"— the  con- 
cept of  purity  of  race  and  of  agriculture  as  the  basic  in- 
dustry— constitutes  the  twofold  defense  of  a  country  whose 
burdens  of  debt  imposed  from  within  and  without  have 
crushed  its  productive  forces.  Similarly,  the  way  out  of 
the  post-war  difficulties  taken  by  Italy  has  not  been 
through  expanding  industry  to  raise  the  low  standard  of 
living  of  the  people.  On  the  contrary,  the  corporative 
state  compels  their  self-denial  and  the  destruction  of  the 
independent  labor  movement,  while  restricting  produc- 
tion and  enforcing  a  wage  scale  which  permits  the  main- 
tenance of  profits.  The  inevitable  result  is  seen  in  the 
Fascist  path  toward  war.  Germany  and  Italy  alike  are 
turning  their  national  policies  toward  a  new  and  bitter 
struggle  for  colonial  territory. 

The  contrasting  method  is  exemplified  in  the  Soviet 
Union,  which  is  engaged  in  the  tremendous  task  of  con- 
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structing  the  material  basis  for  industrialization  directed 
toward  the  progressive  raising  of  the  standards  of  living 
of  the  people.  Instead  of  restricting  production,  all  the 
energies  of  the  workers  are  stimulated  toward  increasing 
it.  In  a  planned  economy,  the  principles  of  scientific  man- 
agement are  being  applied  in  all  branches  of  industry.  In 
these  planned  relationships,  for  the  first  time  in  history 
the  interests  of  agriculture  and  of  industry  are  no  longer 
in  conflict.  The  procedure  of  planning  takes  as  its  guiding 
principle  that  the  price  and  wage  systems  shall  be  so  regu- 
lated as  to  distribute  the  goods  produced  to  all  the  people, 
releasing  consumption  from  restrictions  upon  purchasing 
power  and  expanding  production  to  meet  the  ever  expand- 
ing needs  and  demands  of  the  consumers. 

The  removal  of  the  conflict  between  classes  which  the 
socialism  of  the  Soviet  Union  achieves,  results  immediately 
in  the  elimination  of  all  antagonism  between  races  within 
the  nation,  and  permits  them  to  function  together  toward 
a  common  end.  Likewise,  no  group  and  no  interest  in  the 
country  could  profit  by  war  with  other  nations.  Hence  by 
a  natural  and  logical  development  the  foreign  policy  of  the 
Soviet  Union  is  directed  toward  peace. 

These  are  facts  to  be  observed  in  the  laboratories  of  the 
nations  today.  Facts,  however,  are  obscured  by  the  propa- 
ganda of  selfish  interests  in  countries  like  our  own,  in 
which  the  choice  between  Fascism  and  Communism  has  not 
yet  been  made.  At  the  moment,  the  propagandists  are  busy 
in  demonstrating  that  these  two  are  one — that  both  are 
dictatorships.  In  the  face  of  the  great  contrasts  between  the 
nation  which  is  the  exponent  of  Communism,  and  the 
Fascist  regimentations  of  Germany  and  Italy,  this  attempt 
to  prove  the  two  identical  cannot  succeed.  The  basic  differ- 
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ence  is  clear.  Fascism  is  the  dictatorship  of  capitalism. 
Communism  calls  for  an  end  of  the  exploitation  of  man 
by  man,  and  the  establishment  of  a  classless  society.  It 
looks  toward  the  achievement  of  this  aim  by  first  estab- 
lishing socialism  under  workers'  control.  The  political  unit 
is  the  soviet,  or  committee  of  workers,  which  is  chosen  in 
each  workplace  in  industry  and  in  each  agricultural  village, 
thus  making  the  economic  organization  and  the  political 
organization  one  system,  controlled  by  workers  in  all 
occupations. 

We  have  pointed  out  earlier  that  America  today  faces 
the  choice  not  between  Fascism  and  Communism,  but  be- 
tween Fascism  and  democracy.  The  fact  that  democratic 
action  is  still  possible,  that  the  trade  unions  are  still  per- 
mitted to  function,  determines  the  immediate  next  steps. 
Advocates  of  a  national  Farmer-Labor  Party  are  putting 
forward  the  idea  of  the  need  today  for  political  action  by 
the  labor  movement  in  alliance  with  the  farmers.  In  the 
convention  of  the  American  Federation  of  Labor  in  1935 
the  issue  was  raised  in  resolutions  from  a  number  of  na- 
tional unions,  among  which  the  United  Textile  Workers 
took  the  lead.  They  and  other  workers  recognized  the 
present  danger  that  the  American  government  can  easily 
be  captured  by  a  dictatorship  of  big  business.  Already  in 
the  existing  political  parties  the  frustration  of  the  people's 
hopes  has  become  evident. 

It  is  not  easy,  however,  in  the  face  of  the  realities  of  the 
present  in  the  United  States,  for  individuals  who  are  out- 
side the  ranks  of  either  the  employing  class  or  the  working 
class  to  establish  with  the  industrial  workers  and  farmers 
a  relationship  which  is  radically  different  from  the  past 
pattern  of  life.  They  have  to  achieve  a  new  awareness  of 
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present  conditions  and  of  the  significance  of  past  history. 
The  first  recruits  of  the  organized  movement  for  workers' 
rights  will  be  those  whose  experience  in  their  own  voca- 
tions— hitherto  outside  the  labor  movement — has  demon- 
strated the  necessity  for  united  action.  These  are  the  pro- 
fessional workers,  who  are  already  beginning  to  see  their 
identity  with  the  working  class.  Those  who  are  employes 
of  organized  businesses  have  experienced  the  same  inse- 
curity and  the  same  declining  standard  of  living  which 
constitute  the  central  problem  of  the  labor  movement  to- 
day. The  fact  that  the  newspaper  men  of  the  United  States 
have  organized  a  trade  union,  the  American  Newspaper 
Guild,  and  are  seeking  affiliation  with  the  American  Fed- 
eration of  Labor,  and  that  other  professional  workers, 
notably  teachers  and  musicians,  are  already  members  of  the 
Federation,  are  evidences  of  this  change  in  attitude. 

Artists,  musicians  and  writers,  who  have  the  status  of 
the  self-employed,  have  experienced  insecurity  to  a  degree 
unknown  to  their  predecessors  in  feudal  times.  During  the 
great  cultural  periods  such  as  the  Renaissance,  literature, 
art  and  music  existed  by  grace  of  patrons  on  whom  the 
artist  could  depend  for  support.  Today  no  such  certainty 
of  livelihood  exists.  The  artist  must  take  his  chance  at 
selling  his  product  to  those  who  can  pay  for  it,  supporting 
himself  while  he  works.  Some  of  the  workers  in  the  arts 
today  are  realizing,  as  we  have  already  had  occasion  to 
say,  that  culture  must  have  a  broader  base,  a  more  inclu- 
sive significance,  and  that  essentially  it  should  be  one  with 
all  the  work  processes  of  society,  beautifying  them  and 
making  the  achievements  of  art  available  for  all  producers. 
Such  a  concept  of  the  functioning  of  all  professional  work- 
ers in  the  sciences,  the  arts  and  all  other  cultural  activities 
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throws  new  light  on  the  creative  resources  of  America  and 
lessens  the  fear  of  what  the  future  may  hold  if  a  great 
change  occurs  in  the  economic  system. 

Underlying  all  these  movements  and  the  changes  com- 
ing in  them  will  be  the  influence  of  an  element  in  the  life 
of  the  nation  which  can  best  be  described  as  the  social  con- 
science. Its  sensitiveness  to  social  obligations  which  conflict 
with  immediate  self-interest  remains  to  be  tested.  Ameri- 
can life  has  produced  a  philosophy  and  an  ethics  of  self- 
reliance  and  the  integrity  of  fair  play  in  relationships  with 
others.  In  the  last  analysis,  great  social  changes  demand 
great  devotion  on  the  part  of  those  who  assume  leadership. 
Entrenched  privilege  can  be  overcome  only  by  those  who 
are  completely  ready  to  sacrifice  themselves  for  the  com- 
mon good.  Those  who  are  allied  with  privilege  have  to 
face  the  same  questions  that  were  put  to  the  rich  young 
ruler  by  the  Carpenter  of  Nazareth.  Here  are  the  essen- 
tials of  the  story  as  it  appears  in  the  gospels  of  Matthew, 
Mark  and  Luke: 

A  certain  ruler  asked  him,  saying,  Good  Master,  what  shall 
I  do  to  inherit  eternal  life? 

And  Jesus  said  unto  him,  Thou  knowest  the  command- 
ments, Do  not  commit  adultery,  Do  not  kill,  Do  not  steal,  Do 
not  bear  false  witness,  Honour  thy  father  and  thy  mother. 

And  he  said,  All  these  have  I  kept  from  my  youth  up. 

Jesus  said  unto  him,  Yet  lackest  thou  one  thing:  sell  all 
that  thou  hast,  and  distribute  unto  the  poor,  and  thou  shalt 
have  treasure  in  heaven:  and  come,  follow  me. 

But  when  the  young  man  heard  that  saying,  he  went  away 
sorrowful:  for  he  had  great  possessions. 

Then  said  Jesus  unto  his  disciples,  Verily  I  say  unto  you, 
That  a  rich  man  shall  hardly  enter  into  the  kingdom  of 
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heaven.    (The   Gospel  according  to  Matthew   19,  Mark   ioy 
Luke  1 8.) 

It  was  just  before  this  incident  that  Jesus  had  said: 

Suffer  little  children  to  come  unto  me,  and  forbid  them  not: 
for  of  such  is  the  kingdom  of  God. 

Verily  I  say  unto  you,  Whoever  shall  not  receive  the  king- 
dom of  God  as  a  little  child  shall  in  no  wise  enter  therein. 

Surely  we  are  justified,  then,  in  interpreting  this  parable 
as  calling  for  the  readiness  not  only  to  surrender  possession 
but  also  to  give  up  power.  In  the  pending  changes,  this 
ethical  preparation  for  action  worthy  of  a  truly  social 
human  being  may  perhaps  have  its  influence  in  lessening 
resistance  to  workers'  action.  The  core  of  the  movement 
must  be  conscious  creative  action  by  workers.  No  other 
view  is  realistic.  The  times  demand  of  the  individual, 
whether  he  is  within  or  without  the  ranks  of  the  workers, 
the  will  to  become  one  with  them  in  preparing  the  masses 
for  the  present  phase  of  the  struggle  to  free  America's 
creative  forces  from  the  bondage  of  possessive  privilege. 

An  author  and  journalist  who  has  for  many  years  stood 
shoulder  to  shoulder  with  industrial  workers  in  their 
strikes  and  with  the  unemployed  in  their  efforts  to  secure 
some  means  of  subsistence  when  the  job  has  failed  them, 
has  thus  described  her  experience  in  the  strike  of  workers 
in  the  textile  industry  in  Lawrence  in  1912: 

Some  synthesis  had  taken  place  between  my  life  and  that  of 
the  workers,  some  peculiar  change  which  would  never  again 
permit  me  to  look  with  indifference  on  the  fact  that  riches  for 
the  few  were  made  by  the  misery  of  the  many.  (A  Footnote  to 
Folly:  Reminiscences  of  Mary  Heaton  Vorsey  p.  14.) 
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As  workers'  action  wins  allies  from  other  vocations  and 
among  individuals  motivated  by  the  social  conscience,  it 
will  gradually  become  conscious  of  the  ultimate  direction 
of  the  struggle.  Ultimate  theory  need  not  now  divide  the 
American  people.  The  basis  of  unity  is  here,  in  the  issues 
of  the  day.  What  lies  ahead  is  the  America  of  our  dreams 
— collective  in  its  economic  basis ;  democratic  in  its  political 
control  by  all  who  serve  society  by  their  work;  individu- 
alist in  the  unfettered  achievement  of  its  creative  workers. 
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